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DEPARTMENT OF THE INTERIOR

Minerals Management Service

30 CFR Parts 206 and 208
RIN 1010-AC09

Eshblmhlng Oll Value for Royalty Due
on Federal Leases, and on Sale of
Federal Royalty Oll

AGENCY: Minerals Management Service,
Interior.
ACTION: Notice of proposed rulemaking.

SUMMARY: This rule will modify the .
valuation procedum for both arm's- -
length and non-arm’s-length crude oil
transactions, establish a new MMS form
for collecting value differential data,
and amend the valuation procedure for
the sale of Federal royalty oil. These
changes will decrease reliance on oil
posted prices and assign a value to
crude oil that better reflects market
value.

DATES: Comments must be submitted on
or before March 25, 1997.

ADDRESSES: Mall written comments,
suggestions, or objections regarding the
proposed rule to: Minerals

Service, Royalty Management Program,
Rules and Procedures Staff, P.O. Bax
25165, MS 3101, Denver, Colorado,
80225-0165, courier address is Building
85, Denver Federal Center, Denver,
Colorado 80225, or e:Mail David__
Guzy@®smtp.mms.gov. MMS will
publish a separate notice in the Federal
Register indicating dates and locations
of public hearings regarding this
proposed rulemaking.

FOR FURTHER INFORMATION CONTACT:
David S. Guzy, Chief, Rules and
Procedures Staff, telephone (303) 231-
3432, FAX (303) 231-3194, e:Mail
David__ Guzy@smtp.mms.gov, Minerals
Management Service, Royalty
Management Program, Rules and
Procedures Staff, P.O. Bax 25165, MS
3101, Denver, Colorado, 80225-0163.
SUPPLEMENTARY INFORMATION: The
principal authors of this proposed rule
are David A. Hubbard of RMP and Peter
Schaumberg of the Office of the
Solicitor in Washington, D.C.

1. Introduction

> On December 20, 1995, MMS
published an Advance Notice of
Proposed Rulemaking about possible
~ changes to the rules for royalty
valuation of oil from Federal and Indian
leases (60 FR 65610). The intent was to
decrease reliance on oll posted prices
and to develop valuation rules that
better reflect market value.
MMS used various sources of
information to develop the proposed

rule. In addition to comments received
on the Advance Notice of Proposed
Rulemaking, MMS attended a numberof a
prwennﬂans by: crude oil brokers and
refiners, commercial oll price reporting
auvlcu companies that market oil
directly, and private consultants
knowledgeable in crude oil marketing.
MMS' deliberations were aided greatly

wid of advice.
byn e range ex%e: .

process.
interested may send written comments,
suggestions, or objections-regarding thls

rule to the location cited in

the ADDRESSES section of this preamble.
We will post public comments after the
comment period closes on the Internet
at http//www.rmp.mms.gov or contact
David S. Guzy, Chief, Rules and
Procedures Staff, tel e (303) 231-
3432, FAX (303) 231-3194.

Because of the different terms of
Indian leases and the Federal
government'’s Indian trust
responsibility, MMS decided to develop
separate rules for Indian ofl valuation.
MMS will pubush those proposed

lmuy. %m 's Royalty

Policy Committee (RPC) recommended
that RMP “establish a study group to
review the Federal oil RIK program and

explore all options for improving the
reporting, billing, and MMS
administration of the " The
proposed amendment to 30 CFR Part
208 is responsive to this
recommendation.

1. General Description of the Proposed
Rule

The proposed rulemaking would add
more certainty to valuation of oil .
produced from Federal lands and
eliminate any direct reliance on posted
prices. It retains the concept that for
arm's-length sales, gross proceeds
generally would be royalty value, but its
application would be limited. Because
of the frequency of oil exchange
agreements, reciprocal deals between
aude oll buyers and sellers, and other
factors where the real consideration for
the transaction could be hidden, arm's-
length contract prices would be used as
royalty value only by producers who do

expects a large portion of
Federal oll production to be valued as
if not sold under an arm's-|
:omnct b:fcmse most Federal oil is
isposed of under exchange agreemen
orsnleswaﬂllhtedmﬂrm.?oroume
lessee does not sell under an arm's-
length contract, but sells or transfers oll
to an affiliate who later sells it at arm’s-

- affiliate refines or otherwise

length, this proposal provides the lesse
the following options to value the ol for
year period:

(l) the arm's-length mtle price
(provided that, as described above,
neither the lessee nor its affiliate also
purchases oil), or

(2) depending on location of
production, the monthly average of the
New York Mercantile
(NYMEX) or Alaska North Slope (ANS)
prices with appropriate adjustments for
location and/or quality (hereafter
location/quality) differentials. -~

For all other non-California or non-
Aliska ol production, If the lessee or its
of
the oll non-arm’s-length. the lessee
would apply a monthly average NYMEX
price adjusted for location and/or
quality. For ofl production, in California
and Alaska, if the lessee or its affiliate
refines or otherwise disposes of the oil
non-arm's-length, the lessee would
apply a monthly average of spot prices
for Alaska North Slope oil delivered in
California, adjusted for location quality
(For purposes of the preamble and the
proposed regulatory changes, oil
produced from Federal leases in
California refers to oil produced from
Federal leases either onshore or offshore
California. Oil produced from Federal
leases in Alaska refers to oll produced
from Federal leases either onshore or
offshore Alaska).

Adjustments for location quality
against the index values are limited to
these components: -

(1) A location and/or quality
differential between the index pricing
point (for example, West Texas
Intermediate at Cushing, Oklahoma) and
the appropriate market center (for
example, Light Louisiana Sweet at St.
James, Louisiana, or Wyoming Sweet at
Guemnsey, Wyoming), calculated as the
difference between the average monthly
spot prices published in an MMS-
approved publlcadon for the respective
locations;

(2) A rate either published by MMS or
contained in the lessee’s arm's-length -
exchange agreement representing
location quality differentials between
the market center and major aggregation
points for oll from various sources; and

(3) As determined under the exisung
allowance rules, the actual
transportation costs from the
aggregation point to the lease. However,
if oll flows to the market center, the
actual transportation costs from the
market center to the lease.

Calculation of differentials could vary
if the lessee takes its production directly
to its own refinery and the movement in

no way approximates movement
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through an aggregation point to a market
center.

MMS would calculate and publish the
rate from the market center to major
aggregation points based on specific
information it would collect on a new
form: Farm MMS-4415, Oil Location
Differential Report. This form is
attached to this notice of proposed
. rulemaking as Appendix A. MMS
requests commenters to provide
comments on this form according to the
information under the Paperwork
Reduction Act in part IV, Pmcedunl
- Matters, of this notice.

MMS may publish an Interim Fiml
Rule while it further evaluates the .
methodology in this rule. This
approach would provide the flexibility
to do a revision after the first year
without a new rulemaking. We are
asking for your comments on this
approach to implementing the new ofl
valuation regulations. MMS will also
during the first six months after the
effective date of this rule verify that the
values determined by this rule are
replicating actual market prices.
Comments on how best to perform this
analysis are also requested.

In the next section, we describe the
major regulatory changes proposed in
this rulemaking. The proposed changes
for valuing production are substantive.
But some sections, particularly those
involving transportation allowances,
remain mostly the same. Also, to clarify
and simplify the rules, MMS is
incorporating many changes that are not
substantive but are an effort to
implement concepts of plain English.

III. Section-by-Section Analysis
30 CFR Part 206

MMS proposes to amend part 206,
Subpart C—Federal Oil as described
below. Some of the provisions would be

largely the same as in the existing rules,
but would be rewritten for clarity.

Section 206.100 Purpose and Scope

This section’s contents would remain
the same except for clarifications. MMS
rewrote it in pldn English to improve’
clarity.

Section 206.101 Definitions

MMS would retain most of the
definitions in § 206.101, many of those
retained were rewritten to reflect plain

~ English. New definitions to support the
revised valuation procedures are
proposed for: Aggregation point, Crude
oil call, Designee, Exchange agreement,
Index pricing, Index pricing paint,
Location differential, Market center,
MMS-approved publication, NYMEX,
Quality differential, and Sale. The

definition of Allowance would be
amended. We will discuss the new and
amended definitions below where they

in the text.
.pgl:rmposedm‘mull.emywmddmmthe
definitions of Marketing affiliate, Net-
back method, Oil shale, Posted price,
Processing, Selling arrangement and Tar
sands because they no longer relate to -
how most crude oll is marketed and to
the structure of the rules. The
definition of Lessee would be revised to
reflect the new definition in the Federal
Ol and Gas Royalty cation and
Fairness Act of 1996 (RSFA), HR. 1975,
Public Law No. 104-185, 110 Stat. 1700.
The new definition of Lessee is: any
person to whom the United States issues
an oil and gas lease or any person to
whom operating rights in a lease have
been assigned. The definition of Like-
quality lease products also would be
revised under a new definition of Like-
quality oil to support the new valuation

- procedures. We will discuss this

definition below where it appears in the
regulatory text.

Section 206.102 How doI calculate
royalty value for oll?

This section would explain how
lessees must calculate the value of oil

production for royalty purposes. It is the
principal vnluatlon section of the

g%e proposal states that Jessees and
designees, defined terms, must use these
valuation peovisions. Under the Federal
Oil and Gas Royalty Management Act of
1982, 30 U.S.C. 1701 et seq.. as recently
amended by the Federal Oll and Gas
Royalty Simplification and Fairness Act
of 1996, Pub L. 104-185, only Jessees
are liable to MMS for royalties. Lessee
includes record title owners and
operating rights owners. The Royalty
Simplification and Faimess Act also
provides that lessees may designate a
designee to report and pay royalties on
their behalf. Therefore, these proposed
valuation rules apply to lessees and
des

We proposctomtseth}ssect.lonw
reflect major changes in valuing oil not
sold under an arm’s-length contract.
Valuation of production sold under
arm’s-length contracts would essentially
stay the same, but the number of
transactions considered to be actual
sales at arm's-length would be limited,
as explained further below.

Paragraph (a) How do I value oil sold
under an arm’s-length sales cantract?
Proposed paragraph (a) would replace

existing paragraph (b) and retain the
concept that if you sell oll under an

arm'’s-length contract, the royalty value
is the gross accruing to you.
But several limitations would apply:

First, if the oll sales contract doesn't
reflect all actual consideration you
receive directly or indirectly, MMS
could require royalty valuation under
the non-arm a»length index pricing
provisions discussed below, or the total
consideration you received, whichever

is
%umsmumwmm :
under the arm’s-length
contract don't reflect the reasonable
value of production because of
misconduct by or between the
parties, or because you |

~ contracting
. otherwise breached your duty to market

to the mutual benefit of -and the
lessor, MMS wpuld require you to value
your oil under the index pricing
provisions discussed below.

applicability of the provision allowing
you to pay royalty based on your
from an arm's-length sale.

ven if you sell at arm's-length, MMS
would require you to value your oil
production under the index pricing
provisions discussed below if you or
your affiliate also purchased any crude
oil from an unaffiliated third party in
the United States during the two years
preceding the production month. If your
only oll purchases were from your
affiliate, this provision is not triggered.
However, such purchases are not at
arm's-length, thus they cannot be valued
under this section.

MMS is proposing this limitation
because of concerns that multiple
dealings between the same participants,
while apparently at arm’s-length, may
be suspect concerning the contractual
price terms. Just as with exchange
agreements (discussed later), a producer
may have less incentive to capture full
market value in its sales contracts if it
knows it will have reciprocal dealings
where it may be able to buy oil at less
than market value. Several MMS
consultants reinforced the notion that as
long as the two parties maintain relative
parity in value of oll production traded,
the absaolute contract price in any

cular transaction has little meaning.

MMS would also like comments on an
alternative proposal. Under this :
alternative, MMS would accept your
arm’s-length contract price paid by your
purchaser or its affiliates as value unless
during the two years preceding the
production month you or your affiliate
bought oll, gas, or any other goods or
services from that same purchaser. MMS
did not make this the principal proposal
because there was a concern that it
would be too difficult for a company to
determine whether it bought from the
same party (or its affiliates) during the
two years preceding the production
month. Commenters should address the
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alternative and MMS's
concerns about the difficulty of
lication.

Bue to the widespread use of
exchange agreements and frequent
reciprocal sales among companies—
puﬂcuhrly major integrated firms—

MMS expects that a relatively small
volume of Federal oil producdm would
be valued using the arm's-length gross
proceeds method. In fact, MMS
considered all uction to
be valued as if not sold at arm'’s length.
But the presence of true arm'’s-length
sales, especially by independemt
producers with no reciprocal pun:hlsa
or trades, convinced MMS to
that the gross proceeds provision be
kept for such circumstances.

Also, MMS would state clearly that
you may not use gross proceeds to value

oil you dispose of under an exchange
agreement. The limitation lppua even

if the exchange otherwise is arm's-
length. Therefore, you must use the
‘ index pricing provisions to value the

A.n Exchange agreement is defined in
the proposed rules as an agreement by
one person to deliver oll to another
person at a ed location in
exchange for reciprocal oil deliveries at
another location. Such agreements may
be made because each party has crude
oll production closer to the other's
refinery or transportation facilities than
to its own, so each may gain locational
advantages. Exchange agreements
or may not specify prices for the oil
involved and frequently specify dollar
amounts reflecting location, quality, or
other differentials. Buy/sell agreements,
which specify prices to be paid at each
exchange point and may appear to be
two separate sales within the same
agreement, are considered exchange
agreements. Transportation agreements
are purely to accomplish transportation.
They specify a location differential for
moving oil from one point to the other,
with redelivery to the first party at the
second exchange point. They are not
considered exchange agreements.

The reason MMS would not accept
the contract price for oil subject to an
exchange agreement is that the prices
stated in an exchange agreement may
not reflect actual value. For example, if
the market value of oil were $20 per
barrel (bbl), the two parties to the
exchange each could price their oll at

~$18 bbl. The parties can insure that each
remains whole by using a location/
quality differential in the agreement.
MMS' consultants also supported lh!s
view.

Also, this paragraph would provide
that if your oil production is subject to
a crude oil call, even if you sell it under

an arm's-length sales contract, you must
value it under the index pricing :

p‘:V’C!jftudeMt:alli.sdeﬂ.necll.'ni'ner!ght
of one person to buy all or part ofa -
second person’s ofl production from an
oil and gas , where that right is
a condition of sale or farmout of that

from the first person to the
second, or results from other -

ons between them. The price
basis may be specified in advance. As
with multiple dealings between two
parties, MMS would that the -
price of oil sold under arm’'s-length -

‘contracts subject to crude oil calls is .

suspect. This is because the sale terms
may be liberal to the property buyer in
return for a favorable product purchase
ce by the property seller.
pﬂmibsynlso is proposing toadd a
paragraph (5) to clarify how pre-
payments made to reduce or buy down
the purchase price of oil to be produced
in later periods would be treated under
the gross proceeds provisions. In such a
circumstance, you must allocate the pre-
payment over the production whose
price the payment reduces and account
for the payment as part of the proceeds
for that production when the production
occurs.

By way of {llustration, assume that
purchaser and seller agree to renegotiate
a sales contract and reduce the price for
future production of one million bbl. As
part of the renegotiation, Purchaser
makes a payment of $1 million. Seller
would be required to attribute one
dollar to each barrel produced thereafter
and include the additional dollar in the
gross proceeds at the time each bbl is
produced until the one million bbl.
threshold is reached.

Paragraph (b) What else must 1 do if
I value oll under an arm'’s-length
contract? Proposed paragraph (b)
includes several of the provisions of the
existing rules, but rewritten and
reordered for clarity. These provisions
replace or all of current paragraphs
(®)(1)(1). (©)(2). and (), and state that:

(1) You must be able to show that
your contract is at arm'’s length, and is
a Sale (defined term);

(2) MMS may require certification that
the arm’s-length contract provisions
include all consldmﬂon to be paid by
the bu

(3) Value detumlned by contract
terms will be based on the highest price
a prudent lessee may legally receive. If
you don't take proper or timely action
to get your entitled prices/benefits, you
must pay royalties on the entitled
amounts. But if you make timely,
reasonably documented application for
a price increase or benefit aliowed
under your contract and the purchaser

)

refuses, you will not owe additional
royalties until or uniess you receive the
additional monies or consideration.
This would not permit you to
avoid royalty obligations where a
purchaser doesn't pay, or pay timely, for
a quantity of ofL

Paragraph (c) How do I value all not
sold under an arm’s-length contract?

(c) would replace
the ordered benchmarks under existing
paragraph (c). The current benchmarks
rely heavily on posted and contract |
prices. Since many contract prices are

" tied to postings, the influence of posted

prices is magnified. MMS is proposing
a different valuation spproach because
market conditions have
Moreover, the widespread use of
exchange agreements and reciprocal
sales as well as difficulties with relying
on posted price, cast additional doubt
on the usefulness of many apparent
arm’s-length sales prices as a good
measure of market value. Given the
mounting evidence that posted prices
frequently do not reflect value in today's
marketplace, the proposed valuation
standards do not rely at all on postings.
Instead, after consulting various crude
oil pricing experts and considerable
deliberation, MMS proposes the
following procedures:

Under paragraph (c)(1). if you sell or
transfer your oll to an affiliate and either
the affiliate or another affillate dispases
of oil under an arm’s-length sales
contract. you have a choice of valuation’
methods. The first choice would be to
value it like an arm’s-lengths sale under
paragraph (a) and use gross proceeds for
your affiliate’s arms-length sales.
However, the limitations in paragraph
(a) apply as well. For example, if you or
your affiliate purchased ol froman
unaffiliated third party in the United
States during the two year period
preceding the production month, you
cannot use the gross proceeds valuation
method.

The second choice would be to use
the index pricing method in paragraph
{c)(2). which is the method that applies
to all other non-arm's-length
transactions. Weexplmnhedeta.ﬂ.sof .
that method below.

When you make your election to use
either the gross proceeds methods or the
index pricing method, you would be
required to apply the same election to
value all oll that is produced from all
your Federal leases that is subject to
paragraph (c)(1) (Le. where your affiliate
sells the oil at arm’s length). You may
not use gross proceeds for some leases
and index pricing for others. This is
intended to prevent lessees and
designees from choosing the method
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that would be to their advantage on a
lease-by-lease basis.

The election to use gross proceeds
index pricing could be changed. You
may change your election on January |
of the second year after the rule is
effective and on January 1 of each
second year thereafter. If new sales
arrangements are made during the
election period that would come under
paragraph (c)(1) for valuation purposes,
your existing election would apply. If
you had not previously made an
election, because you did not have any
. production wb{ea to valuation under

. paragraph (c)(1), you could make the
election when you start reporting the
new sales ement.

If neither you nor your affiliate
disposes of the oil under an arm'’s-
length sales contract, then you would be
required to value your oil under
paragraph (c)(2). This would include
situations where you or your affiliate

or

refines or otherwise disposes of the ofl.

. It also would include all exchange
transactions, even if the exchange is

arm's length.

ex pricing method you would
use undu paragraph (c)(2) would
depend upon whether your leases are in
California or Alaska. For leases not in
California or Alaska, the royalty value
would be the average of the daily
NYMEX futures settle prices for the
Domestic Sweet Crude Oil contract for
the prompt month. The prompt month
is the earliest month for which futures
are raded on the first day of the
production month. You would adjust
the NYMEX price for location/quality
differentials and transportation costs,
which are addressed later in
§206.105(c).

. Antached Appendix B is an example
of the NYMEX-based index pricing
method. Assume that the producton

.month is September 1996. The prompt
month would then be October 1996, the
prompt month in effect on September 1.
In this instance, October 1996 oil
futures are traded on the NYMEX from
August 21, 1996, through September 20,
1996. The average of the daily NYMEX
futures settle prices for the October 1996
prompt month (determined by averaging
the daily prices for 8/21 to 8/20) is
$23.13 per bbl. This price would be
adjusted for location/quality
differentials and transportation

" (discussed later) to determine the proper

~oi] value for September production..

MMS searched for indicators to best

reflect current market prices and settled
on NYMEX for several reasons. It
represents the price for a widely traded
domestic crude oll (West Texas
Intermediate at Cushing Oklahoma), and
there is little likelthood that any

puﬂmhrparddplmtnNYMEXu'ldm; motmcsmpttbhshedfordlﬁerent

could impact the price. Also, NYMEX

prices were regarded by many of the
experts MMS consulted to be the best
avallable measure of oil market value.
The most difficult problem, as will be
discussed in more detail below, would
be to make appropriate location and
quality adjustments when

the NYMEX crude with the crude
produced. Other indicators MMS
cansidered included spot prices as
nbuhtedbyvaﬂompubliaﬂmsmd
the P-plus market. The P-plus as
prunlum:overpostedpﬂcsmnﬂea
of market value onlnygivendly Spot
prices offer the advantage that
publishedforuvenldlﬂmlocauons
and might involve somewhat less
difficult location and quality
adjustments. MMS is NYMEX
prices primarily because they are
perceived to best reflect current
domestic crude market value on any
given day and the minimal likelthood
gnmyoneplnyewldlnﬂm

MMS also considered timing of
NYMEX application. Since the prompt
month changes around the 21st of any
given production month, two different
prompt months exist during the
production month. MMS decided to use
the prompt month in effect on the first
day of the production month. This
would result in the current month's
production being valued at the nearest
month'’s futures price. Although it is a
futures price, it would reflect the
market's assessment of value during the
production month. MMS found this
preferable to using a one-month-earlier
futures price, where the price would
apply to deliveries in the production
month but would be determined in an
earlier ime period. The daily closing
NYMEX prices are widely available in
most major newspapers and various
other publications.

requests comments on each of
the following, and any other related
issues you may want to address:

o Use of market indicators (indices) to

determine royalty value under

panﬁ'lph (c)(2),
of NYMEX as the index value,
ble alternatives, and

. on of the proper prompt
month.

MMS is propasing a different
procedure for California and Alaska
production largely because of the
geographical isolation of these markets.
The distance from the mid-continent
markets would lead to great difficulties
in making meaningful adjustments from
the NYMEX price. MMS believes that a
more localized market indicator would
better represent royalty value. Several

of California crude oil at different
”“““d‘m::‘:‘.’;fn’."d"f’“"”“'
none es to large
enough volumes for MMS to s
recommend that they apply as royalty
value. The ANS spot prices, on the other
hand, e volumes of oil
delivered into the ‘ornia market and
used as refinery feedstock. Also, several
of the experts who gave presentations to.
MMS recommended use of adjusted
ANS spot prices as the best indicator of

- . .value for California and Alaska

production. You would adjust these

ANS prices for location/quality .

differentials or
under § 206.105(c).

Attached as Cisan
example of the index pricing method

utilizing ANS spot prices for California
production. Assume that the production
month is September 1996 and that
Platt's Ollgram is an MMS-approved
publication. For the October 1996 spot
sales delivery month, spot sales prices
are assessed from August 26, 1996,
through September 25, 1996. The daily
mean spot price assessments for the
month are averaged to arrive at the ANS
price basis, in this case $21.25 per bbl.
This price would be adjusted for
location/quality differentials and
transportation (discussed later) to
determine the proper value for your oil.

requests comments on each of
the following, and any other related

issues you may want to address:
o Use of a different market indicator

for California and Alaska than for the
rest of the country,

o Use of ANS spot prices as the
indicator of oll market value, and

¢ Possibie alternative market
indicators for California and Alaska.

MMS recognizes that markets change
and that the NYMEX prices or the ANS
spot prices may either become
unavailable or no longer represent &
reasonable basis for royalty value. For
example, the lifting of export
restrictions an ANS production and the
decline of that production may
substantially reduce the impact of ANS
crude on the California market.

Under paragraph (c)(3). if MMS
determines that an index no longer is
available or that it no longer represents
a reasonable value, MMS will, by rule,
amend paragraph (c)(2) to establish a
substitute method.

Proposed paragraph (c)(4) states that
MMS periodically would publish in the
Federal Register a listing of MMS-
approved publications for determining
the appropriate NYMEX or ANS prices.
MMS-approved publication is a defined
term that would mean any publication
on this list (or those on the list
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discussed later for determining location
differentials). The criteria MMS would
consider in determining acceptability
would include, but not be limited to,
whether the publications:

o are frequently used by buyers and
sellers,

o are frequently referenced in
purchase or sales contracts,

¢ use adequate survey techniques,
including development of spot price
estimates based on daily surveys of
buyers and sellers of ANS crude oil, and

¢ are independent from MMS other
lessors, and lessees.

The first two criteria mﬂect the
importance of publications used in
ongoing oil marketing. The third reflects
the importance of the publication’s
survey procedures in assessing spot
price levels, because the proposed
California and Alaska valuation
procedure depends on ANS spot prices.
The last factor requires that the
publication be unbiased by the interests
of anyone involved. MMS requests .
comments on specific publications that
should be approved for use in applying
these rules.

Proposed paragraph (c)(5) would
provide that publications could petition
MMS to become an acceptable
publication.

Propased paragraph (c)(6) would
provide that MMS will specify which
tables in the publications must be used
to determine index prices.

In addition to comments on the index-
based valuation procedures discussed
above, MMS requests specific comments
on alternative valuation techniques
based on local market indicators. MMS
believes that today's oil marketing is
driven largely by the NYMEX market.
Also, the proposed rules should
promote certainty for all involved. But
the location/quality adjustments needed
to derive lease value using NYMEX
would involve considerable
administrative effort for all involved. .
MMS requests suggestions on ways to
value Federal oil production based on
market indicators in the vicinity of the
lease, with the following in mind:

(1) The methods should not rely on
posted prices unless they account for
the difference between postings and
market value.

(2) The methods must account for
value differences related to quality and

~ location.

(3) The methods must be widely
applicable and flexible enough to apply
nationwide.

(4) Most importantly, the methods
must reflect the general concepts of fair
market value—the agreed-upon cash
price between willing and

bwwledgeiblemyu:mdaenauf
neither were under undue

(d)—Whltelsemstldolf

I value oil under paragraph (c)?
Proposed paragraph (d) includes the
same content as existing paragraph
(e)(1), but rewritten for clarity. We did
modify the paragraph on your obligation

" to place ol in marketable condition at

no cost to the Federal Government to
clarify that it includes a duty to market
the ofl. This is consistent with several
Interior Board of Land Ap,;:i:'hs”
decisions construing this
WdterOHdeuCapandan. 111
IBLA 260 (1989).

Paragraph (e)—What other general

bilities do I have under this _

section? Proposed paragraphs (e)(1), -
(¢)(2). and (¢)(3) include the same

mtentuexlsumplﬂmpllm. (d).
and (D are rewritten

(f). respectively,
forclamymdmmngedfonmm

logical

og o l88}'{:}'1 ask MMS to
determine value? Propased paragraph (f)
includes the same content as existing

pangnph(g) but is rewritten for

Pa%gnph (@ How do value
redeterminations relate to audit

periods? Proposed paragraph (g)
includes the content of existing
paragraph (k), but is rewritten for
clarity.
Paragraph (h) Does MMS protect
Information I provide? Proposed
paragraph (h) includes the content of
existing paragraph (1), but is rewritten
for clarity.
Deletian of existing paragraphs (e)(2)
and (h). MMS proposes to delete
existing paragraph (e)(2), which requires
lessees to notify MMS if they determine
value under existing paragraphs (c)(4) or
(c}(5). Since MMS propases to delete
those paragraphs, paragraph (e)(2) no
longer would apply.

also proposes to delete
paragraph (h), which says royalty value
will not be less than the lessee’s gross
proceeds, less applicable allowances.
This clause would have little meaning
given the proposed royalty valuation
revisions. For those arm’s-length
situations where the lessee is not
required to value its production at an
index price. value would already be the
lessee’s gross proceeds. And under
either proposed index valuation
procedure—California/Alaska or rest-of-
country—the derived value would be a
pruxy for groas proceeds. MMS requests
specific comments on deletion of
paragraph (h).
Section 206.103 Point of royalty
settlement

This section would not be changed.

Section 206.104 Transportation
allowances and other adjustments—
general

Paragraph (s) What transportation
:;duwommba;;dpamltted when I value

an an my gross proceeds?
Propased paragraph (a) is similar to
paragraph (a) of the present rule, but
would apply only when you value your
production based on gross proceeds.
The proposed pangnph would be
rewritten to reflect clarity.

Paragraph (b) What transportation
allowances and other adjustments apply
when I value productian based on index
pricing? Proposed new paragraph (b)
would state that if you value oil based
on index pricing (NYMEX or ANS spot
pricing) under Section 206.102(c)(2),
MMS will allow certain transportation
costs and other adjustments to value.
We discuss those costs and adjustments
below under § 206.105(c).

Paragraph (c) Are there limits on my
transportation allowance?
paragraphs (c)(1) and (¢)(2) include the
substance of existing paragraphs (b)(1)
and (b)(2) respectively, bmremmet;‘?
also would specify

- proposed
. the point where the 50-percent-of-value

limitation would be calculated if you
value oll based on index pricing.
Paragraph (d) How must ] allocate
on costs?
paragraph (d) is essentially the same as

existing paragraph (d).
Paragraph (e) What additional
payments may I be liable far? Proposed

paragraph (e) is e-vdsﬂnz paragraph (d)
rewritten for clari

Section 206.105 Detemumﬂon of
transportation allowances

Paragraph (a) would not be changed.

Paragraph (b) would be changed by
deleting paragraph (b)(5). The existing
paragraph (b)(5) allows a lessee to apply
for an exception from the requirements
that it compute actual costs of
transportation and use a Federal Energy
Regulatory Commission (FERC) or State
approved tariffs. MMS believes that the
use of actual costs is fair to lessees and
that the existing requirement to use a
FERC approved tariff is no longer a
viable alternative since FERC ruled that
it lacks jurisdiction to enforce the
Interstate Commerce Act with respect to
oll pipelines located on the
Offshoce Continental Shelf. See Oxy
Pipeline, Inc., 61 FERC { 61,051 (1992)
and Bonito Pipe Line , 81
FERC 1 61,050 (1992).

Paragraph (c) What adjustments and
transportation allowances apply when I

use index pricing? Proposed paragraph
((510)] dacriba allowable tnnspomuon
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cost deductions and

adjustments to index prices where you
value your ofl based on index

under § 206.102(c)(2). The allowable
adjustments and deductions would
reflect the location/quality differentials
and transportation costs associated with
value differences between oil produced
at the lease and oil at the index pricing
point. Al location differentials
would reflect differences in value of oil
at different locations, they are not
transportation cost allowances. In fact
they may increase a value rather than

decreasing it as do transportation

allowances. Quality differentials would - -

reflect differences in the value of oil due
to different API gravities. sulfur content,
etc. Location differentials generally also
encompass quality differentials. -
Proposed paragraph (c)(1) identifies the
specific adjustments and allowances
that may apply to your production.
Proposed paragraphs (c)(2) and (c)(3)
identify which of those adjustments and
allowances would apply to you in
different circumstances. The possible-
adiustments and allowances are:

1) A location/quality differential to
reflect the difference in value between
crude oils at the index pricing point (for
example, West Texas Intermediate at
Cushing, Oklahoma) and the
appropriate market center (for example,
Light Louisiana Sweet at St. James,
Louisiana) (proposed paragraph
(©)(1)(1)). Index pricing point is the
physical location where a given price
index such as NYMEX or ANS spot
prices is established. For NYMEX, that
location is Cushing, Oklahoma. For
ANS, that location is either Los Angeles
or San Francisco. Market center would
be defined as a major destination point
for crude oil sales, refining, or
transshipment. As used here, market
centers are locations where trade
publications provide crude oil spot
price estimates. The market center that
you would use is the point where oil
produced from your lease or unit
ordinarily would flow if not disposed of
at an earlier point.

For any given production month, the
market center-index pricing point
location/quality differential would be
the difference between the average spot
prices for the respective locations as
published in an MMS-approved
publication. (MMS-approved
publications as used here are discussed

~below.) The purpose of this differential
is to derive a NYMEX price at the
market center by adjusting the NYMEX
price at the index pricing point to the
general quality of crude typically traded
at the market center, and otherwise w0
reflect location/quality value differences
at the appropriate market center.

Amd\edusAppmdlestdEm
examples of how the ofthe -

dally
index pricing point (Cushing, OK) and
mOCSmrkath:r(St.Jamsmw

. The value difference

MMS-approved

October 1836 delivery month, spot sales
prices are assessed from August 26,
1996, through

average of the daily (mean) spot price
assessments for the month is utilized to
calculate the location differential. In
this instance, the average price for
Cushing is $23.46 per bbl. and the
average price for St. James is $23.68 per
bbl. Since the St. James price is $.22 per
bbl. higher than the price, the
$.22 per bbl. would be added to the
NYMEX-based price (or a deduction
would be made if the St. James price
were lower than the ce).

(2) An express location/quality
differential under your arm's-length
exchange t that includes a
clearly identifiable location/quality
differential for the crude oil value
difference between the market center
and the wﬂot; point (proposed

h (c)(1)(i)
WA@e’}aﬂm point would mean a
central point where production from
various leases or fields is aggregated for
shipment to market centers or
refineries—including, but not limited to,
blending and storage facilities and
connections where pipelines join. The
aggregation point to which oil produced
from your lease or unit ordinarily flows
would be the aggregation point involved
in this differential. In the many cases
that MMS expects will involve such
agreements, the differential stated in the
agreement should reflect actual value
differences resulting from differences in
location and quality berween crude oils
at the aggregation point and the
associated market center.

(3) A location/quality differential that
MMS would publish annually that you
would use if you do not dispose of
production under an arm’s-length
exchange agreement that contains an
express differential as described above -
(proposed paragraph (c)(1)(ii1)). MMS
would publish this differential for each
aggregation point and an associated
market center. MMS would also classify
pipeline terminations at refining centers
as aggregation points. An aggregation
point may be associated with more than
one market center. As discussed in more
detail below, MMS periodically will
publish in the Federal Register a list of

September 25, 1996. The

.market center (pro|

aggregation points. The differential
would represent crude oll value -
differences due to location and quality
factors. MMS would acquire the
information needed to calculate these
differentials specific from exchange
agreement data provided by lessees and
their affiliates on a new reporting form -
{Form MMS—4415) discussed below.
You would apply the differential on a
calendar production year basis. This
means you would apply it for the
reparting months ofFebmlrythrough
the following January. )

“ Eltheryouracmal on.
costs from the lease to the tion
point as determined under § 206.105
{proposed paragraph (c)(1)(iv)) or actual

on costs from the lease to the
posed paragraph
(©)(1){v)). MMS is not proposing to
change the existing methods to calculate
transportation allowances. The
allowance would terminate at the

ation or market center point

whichever is applicable to your
situation as part of the total adjustment
to derive an index price based value at

the lease.

The purpose of these adjustments and
allowances is to reflect value differences
for crude oil production of different
qualities and at different locations to
derive value at the lease. The location
differentials between the index pricing
point and the market center, and
between the market center and the
aggregation point, would not necessarily
reflect transportation alone. They would

t the overall market assessment
of the different relative values of similar
crude ofl delivered at different
locations. Only the actual transportation
costs from the lease to the aggregation
point or market center would represent

trans tion costs. :
p%mnupov:‘fw methods other than
location/quality differentials include
using index values with no location
adjustments to picking a specific
percentage deduction from the index
value to generically reflect location
differentials. A variation of the latter
would be to develop percentage or
absolute dollar deductions for different
geographical zones. In addition to
specific comments on the proposed
method of adjusting index values, MMS
requests suggestions on alternative
methods.

panagraph (c)(2) spedﬁu
which of the adjusonents and
allowances described above apply to
you in various situations if your lease is
not located in Californis or Alaska. If
you dispose of your production under
an arm’s-length exchange agreement and
the agreement has an express location/
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quality differential to reflect the
difference in value between the
aggregation point for your lease and an
associated market center, then you
would use three of the four possible
adjustments and allowances.
Specifically, you would use the market
center-index pricing point location/
quality differential under paragraph
(©(1){1), the aggregation point-market
center differential specified in your
ex t under paragraph
(©)(1){ti), and the actual transportation
costs from the lease to the aggregation
point under paragraph ©(1){dv).

Attached as Appendix F is an o
example of a NYMEX-based royalty
computation 1&";:1' ocs Loulshfna

uction. The procedures for
gr:mm; the NYMEX price and index
pricing point/market center location
differential have been discussed above
and are illustrated at Appendices B, D,
and E.

The deduction to the NYMEX-based
price for the location/quality differential
between the market center and
aggregation point will be the actual
exchange agreement differential or an
MMS-published differential. (For the
purpases of this example, (Appendix F)
we used $.40 per bbl)

The transportation allowance
deduction from the NYMEX-based price
will be the cost of transport between the
lease and aggregation point. (For the
purposes of this example, (Appendix F)
we used $.90 per bbl).

If you do not move lease production
through a MMS-identified aggregation
point to a MMS-identified market
center, but instead move it directly to an
alternate disposal point (for example,
your own refinery), then you would use
only two of the adjustments and
allowances. You would use the market
center-index pricing point location/
quality differential under paragraph
(c)(1)(1) and the actual transportation
costs from the lease to the alternate
disposals point under paragraph
{c)(1){iv). In this event, the alternate
disposal point is the aggregation point
for purposes of that paragraph. The
market center for purposes of paragraph
(c)(1)(iv) is the market center nearest the
lease where there is a published spot
price for crude oil of like quality to your
oll. Like-quality oll would mean oll with
similar chemical, physical, and legal
characteristics. For example, West Texas

~Sour and Wyoming Sour would be like-
quality, as would West Texas
Intermediate and Light Louisiana Sweet.

For example, a Wyoming Sour crude
producer might transport its oil directly
to a refinery in Salt Lake City without
accessing any defined aggregation
points or market centers. In this case

West Texas Sour crude at Midland,
Texas, the crude oil/
market center combination nearest to
the ofl produced. The market center-
index pricing point location/quality
differential under paragraph (c)(1)(1)
would then be the difference in the spot
price between West Texas Intermediate
at Cushing, Oklahoma, and West Texas
Sour at Midland, Texas as published in
an MMS-approved pubucaﬂ;x;ln
producer would be entitled to an )
allowance for the actual transportation
costs from the lease in Wyoming to Salt
Lake City. MMS has determined that -
this method is the best way to calculate
the differences in value between the
Jease and the index pricing point due to.
location, quality, and transpartation
when the production is not actually
moved to a market center.

In all other situations, you would use
the market center-index pricing point
location/ differential (paragraph
(©(1) D), the

on point-market center

location/! ty differential under
paragraph (c)(1)(iit), and the actual
transportation costs from the lease to the
aggregation point (paragraph (c)(1)(tv)).
These adjustments and allowances
cover all location, quality, and

tion differences in value
between the lease and the index pricing
point.

Proposed paragraph (c)(3) specifies
which of the adjustments and :
allowances apply to you in various
situations if your lease is located in
California or Alaska. In this context, the
index pricing point (where ANS crude
is delivered in Los or San
Francisco) would be synonymous with
the market center. The allowable
adjustments would still be the
reasonable location/quality differentials
and tion aliowances
associated with value differences
between production at the lease and the
index pricing point. But since the index
pricing point and market center would
coincide, there would be no differential
applicable between those two points.
Thus, if you dispose of your production
under an arm’s-length exchange
agreement and the agreement has an
express location/quality differential to
reflect the difference in value between
the aggregation point for your lease and
an associated market center, then you
would use the point-market
center differential specified in your
exchange agreement under paragraph
(c)(1)(ti), and the actual transportation

-costs from the lease to the

aggregation
point under paragraph (c)(1)(iv). If you
move your oll directly to a market
center then you would use the actual

costs from the lease to the

- market center under mb © ) (V).
an

Arnached as Appen
example of an ANS-based royalty
computation for onshore California
production. The procedure for
calculating the ANS price has been
discussed above and is illustrated

A%g;ndlxc. . ‘ :
deduction to the ANS-based price
for the location/quality differential
between the market center (Los Angeles
using ANS spot prices) and aggregation
point will be the actual exchange
agreement differential or an MMS-

published r
of this example, (Appendix G) we used
$4.78 perbbl) -

The trans on allowance
deduction from the ANS-based price
will be the cost of transport between the
lease and aggregation point. (For the
purposes of this example (Appendix G)
we used $.20 per bbl)

If you do nat move lease production
through a MMS-identified aggregation
point to a MMS-identified market
center, but instead move it directly to an

lease to the alternate disposal point
under paragraph (c)(1)(v). (Again, the
alternate disposal point is the
aggregation point for purposes of that
paragraph.) In addition, you would use
a location/quality differential calculated
as the difference between the average
spot prices for the production month in
a MMS-approved publication at the
aggregation point nearest the lease for
which spot prices for crude
oil are published and the published spot
prices or ANS crude oll at the associated
market center/index pricing point. For
example, for Midway-Sunset
production, the nearest location/quality
combination might be Kem River crude.
Then the difference between the ANS
and Kern River spot prices as published
in an MMS-approved publication would
be the differential. For leases in
California or Alaska, this represents the
most accurate calculation of the
differences in value between the lease
and the index pricing point due to
location, quality, and transportation
when the production is not actually
moved to a market center/index pricing

int.
Poln all other situations in California or
Alaska, you would use the MMS-
aggregation point-market
center/index pricing paint location/
quality differential under paragraph
(c)(1)(i1f). and the actual transportation
costs from the lease to the don
point (paragraph (c)(1)(iv)). These
adjustments and allowances cover all
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location, quality, and transportation
differences in value between the lease
and the index pricing point for leases in

Proposed paragraph (c)(4) states that if

(3
a MMS calculated differential does not
lpplytoa lessee's ofl due to location

ty differentials, the lessee must
wt MMS in writing to calculate a

loudon and quality differential that
applies to its oil. Conditions for an
exception would include:

(1) The lessee must deliver to MMS its
written request for an MMS calculated
differential within 30 days after MMS
publishes its annual usﬂng of location .

_ differentials;

(2) The lessee must provide clear
evidence demonstrating why the
published differential(s) does not
adequately reflect its circumstances;

e‘} If the lessee does not request an
exception within 30 days after MMS
publishes its annual listing of location
differentials, MMS will calculate such a
differential when it receives the lessee
request or when it determines that the
MMS-calculated differential does not
apply to the lessee’s oil. MMS will then
bill for additional royalties and interest
due. MMS will not refund any
overpayments made due to failure to
timely request MMS to calculate a
differential; and

(4) MMS cannot unilaterally change
any of its calculated differentials after it
has published them in the Federal
Register. .

MMS would insert paragraph (c)(5) to
note that it would periodically publish
a list of MMS-acceptable publications in
the Federal Register. This paragraph
would also specify the criteria for
acceptability; they are very similar to
the criteria listed at 206.102(c)(5) for
publications used in index pricing

Proposed paragraph (c)(erould
allow any publication to petition MMS
to add them to the list of acceptable
publications.

Proposed paragraph (c)(7) would state
that MMS would reference the specific
tables in individual publications that
lessees must use to determine location
differentials.

Propased paragraph (c)(8) states that
MMS would periodically publish in the
Federal Register a list of aggregation
points and market centers. MMS would
monitor market activity and, if
necessary, add or modify market centers

~ or aggregation points. MMS would .
consider the following factors and
condluom in specifying market centers

d a tion points:

(l) fff'nf;whx MMS-approved

publications publish prices useful for

tnc(l;)x m served;

Mﬂpeummmmdm

@iv) lnput from lndustry and others -
k&:wledguble in crude oll marketing

transportation;

\7) s and

(vi) Other relevant matters.

MMS would initially consider the
following as Market Centers:

Cushing, OK

Empire, LA

Guernsey, WY

Los Angeles/San Francisco, CA
Midland, TX .

St James, LA

‘Where | Oklahoma is used as
a market center, the index pricing point
and market center would coincide. Los
Angeles and San Francisco are two
other market centers that also represent
index pricing points. In those two cases,
there would be no differential between
the index pricing point and market
center. Los Angeles and San Francisco
are listed together because MMS
believes the ANS spot price generally is
identical at both locations.

Appendix H s a list of aggregation
points MMS has initially selected to
publish differentials under (3) above.
MMS requests specific comments on the
initial list of market centers and
aggregation points, including suggested
additions, deletions and other
modifications.

(d) Reparting mqulremens MMS
would redesignate ph (c)

as (d). I-'.xlsun paragnphs c)(1) and
( )(2) (1), (i), md (i) would otherwise
remain the same. MMS would delete
paragraph (d)(2)(iv) consistent with the
previous change to delete the use of
FERC or State approved tariffs.

(3) What information must I provide
to support index pricing deductions,
and how are they used? Proposed
paragraph (d)(3) would be added to
require lessees and thetr affiliates to
submit a new form to MMS annually.
Proposed Form MMS-4415, Oil
Location Differential Report, would
capture location differentials in all
exchange agreements or other oil

contracts. MMS would use
these data to calculate location
differentials between market centers and
aggregation points. MMS would publish
these differentials annually for lessees
to use in royalty reporting. MMS has
included a copy of proposed Form
MMS-4415 as Attachment A to these
proposed regulations.

Information submitted on the new
form would cover all of the lessee’s and
its affiliate's crude oll production, and
not just information related to Federal
or Indian lease production. Reporting
duplicate information would not be

required (e.g. identical locational/
quality differential between the same

(crdnlnmlmsulppmpﬂm)would
initially submit Form MMS-4415 no
later than two months after the effective
date of this requirement, and
then by October 31 of the year this
on takes effect and by October .
31 of each succeeding year. However, If
October 31 of the year this regulation
takes effect is less than six months after
the effective date of this reporting
ent, the second submission of

requirem
the Form MMS-4415 would be by

October 31 of the succeeding year. The
ent would take-effect

reporting
before the effective date of the rule.
Early submittal of this information
would allow MMS to publish the

ve market center-aggregation
point location differentials in the
Federal Register by the effective date of
the final regulation. Then MMS would
publish location differentials by January
31 of all subsequent years. MMS would
publish differentials for different
qualities/grades of crude oll if the data
are sufficient and if multiple
differentals are appropriate for the area.
Each year following the year this
regulation became effective, lessees
would use the new published
differentials beginning with January
production royalties reported in
February.

MMS requests comments on Form
MMS—4415 (See Appendix A),
including:

¢ Its layout and information
requested,

¢ Frequency and timing of submittal,
frequency and timing of MMS's
calculations and publication of

_ differentials, and

¢ All other relevant comments.
Remainder of Section 206.105

MMS proposes no changes to existing
paragraphs (d) and (e) except to
redesignate them as paragraphs (e) and

f.
In addition to redesignating paragraph
(D as (g). MMS proposes to remove the

reference to FERC or State
tariffs to be consistent with the
proposed deletion of paragraph
206.105(b). MMS proposes no change to
exdisting paragraph (g) except to
redesignate it as paragraph (h).
Section 206.106 Operating allowances.
MMS proposes no changes to Section
206.106.

Proposed change to 30 CFR 208.4(b)(2).

MMS currently selis RIK crude oil to
small refiners under the provisions of 30
CFR 208. The RIK program is popular,
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but has been criticized for several of its
procedures. Much of the criticism stems
from the fact that MMS prices the crude
ousoldtomullreﬁnmnunvah&:
reported the entities providing
in-kind :\{de oil (producers). These
values are on Form MMS-
2014, and are subject to later
adjustments. This method is onerous to
the producers and creates risk for the

small refiners.

The Royalty Policy Committee (RPC)
provided three possible improvement
options for the ofl RIK program, as
follows:

o Eliminate reporting on the Form
MMS-2014; -

¢ Establish product value in the RIK
contract; and

o Bill entitied volumes from the Form
MMS-3160, Monthly Report of

Operations.

The RPC gave the following reason for
its recommendations: The current )
method of administering the Federal oil
RIK program is time-consuming and
burdensome on producers, small
refiners, and MMS. The administrative
burden includes reconciling what
volumes the small refiner actually took,
what value to assign the small refiner
volumes, who is to pay for what
volumes, and who owes for what
volumes.

MMS'’ proposal would tie RIK
valuation to the index pricing .
provisions of 30 CFR 206.102(c)(2).
MMS believes that changing the oil RIK
valuation procedure as proposed would
provide a cornerstone for a revised oil
RIK program. In particular, the changes
would provide certainty in pricing and
would simplify reporting for producers.
However, MMS realizes that the
proposed change is significant, and
requests comments on the proposal. In
particular, MMS requests comments
from crude oil producers and small
refiners as to the impacts of the proposal
on them. In addition, MMS requests
comments from interested parties as to
whether this proposed method of
valuation would meet the fair market
value definition of the Outer
Continental Shelf (OCS) Lands Act.

IV. Procedural Matters
The Regulatory Flexibility Act

The Department certifies that this rule
will not have significant economic effect
— on a substantial number of small entities
under the Regulatory Flexibility Act (§
U.S.C. §601 et seq.). This proposed rule
would amend regulations governing the
valuation for royalty of crude
oll produced from Federal leases. These
changes would modify the valuation
methods in the existing regulations.

Small entities are encouraged to
Unfunded Mandates Reform Act of 1995
The Department of the Interior has
determined and certifies accarding to
the Unfunded Mandates Reform Act, 2
U.S.C. § 1502 et seq., that this rule will
not impose a cost of $100 million or
more in any given year on local. Tribal,
or State governments, or the private
Executive Order 12630

“The Department certifies that the rule
does not represent a governmental -
action capable of interference with

constitutionally protected property
rights. Thus, ';Lakmp Implication
Assessment not be under
Executive Order 12630, m\l
Action and Interference with
Constitutionally Protected Property

Executive Order 12988
The Department has certified to the

Office of Management and Budget that
this rule meets the applicable

" civil justice reform standards provided

in Sections 3(a) and 3(b)(2) of this
Executive Order.

Executive Order 12866

The Office of Management and Budget
has determined this rule is a significant
rule under this Executive Order 12866
Section 3(0(4). Which states: “Raise
novel legal or policy issues arising out
of legal mandates, the President's
priorities, or the principles set forth in
this Executive Order.” The
Department's analysis of these proposed
revisions to the oll valuation regulations
indicate these changes will not have a
significant economic effect. as defined
&Secuon 3(f)(4) of this Executive

er.

Paperwork Reduction Act

This proposed rule contains a
collection of information which has
been submitted to the Office of
Management and Budget (OMB) for
review and approval under section
3507(d) of the Paperwork Reduction Act
of 1995. As part of our continuing effort
to reduce paperwork and respondent
burden, MMS invites the public and
other Federal agencies to comment on
any aspect of the reporting burden.
Submit your comments to the Office of
Information and Regulatory Affairs,
g:g;tment Anmdmd theDesk Officer for the

Interior, W
D.C. 20503. Send copies of yo::hlngm
comments to: Minerals Management
Service, Royaity Management Program,
Rules and Procedures Staff, P.O. Box

25165, MS 3101, Denver, Colorado,
80225-0165: courier address is:
Building 85, Denver Federal Center,
Denver, Colorado 80225; e:Mail address
is: David__Guzy@smtp.mms.gov.

OMB may make a :Ipedsion to approve
or disspprove this collection of
information after 30 days from receipt of
our request. Therefore, your comments
are best assured of being considered by
OMB if OMB receives them within that
time period. However, MMS will -
consider all comments received during
the comment period for this notice of

information collection is titled

0il Location Differential Repost. Part of
the valuation of oil not sold under
arm's-length contracts rely on price
indices that lessees may adjust for
location differences between the index
pricing point and the lease. Federal
lessees and their affiliates would be
required to give MMS information on
the location differentials included in
their various oil exchange agreements
and sales contracts. From these data
MMS would calculate and publish
representative location differentials for
lessees use in reporting royalties in
different areas. This would
introduce certainty into royalty

n

ms establishing the use of Form
MMS—4415 to report oil location
differentials are at proposed 30 CFR
206.105(d) (3). Information provided on
the forms may be used by MMS auditors
and the Valuation and Standards
”‘m‘é“ Oﬁ?a)' the annual reporting

estimates the annual repo
burden to be approximately 32,000
hours. There are a y 2,000
royalty payors on Federal and Indian
leases. The MMS subject matter experts
estimate that on average, these payors
would have about 64

and sales contracts from

which data would need to be extracted.
This annual filing as required by 30 CFR
206.105(d) (3) could require about one-
quarter hour per report to extract the
data from individual exchange
agreements and sales contracts. Only a
minimal recordkeeping burden would
be impased by this collection of
information. Based on $25 per hour, the
annual industry cost is estimated to be
$800,000.

In compliance with the requirement
of Section 3506(c)(2)(A) of the -
Paperwork Reduction Act of 1995, MMS
is providing notice and otherwise
consulting with members of the public -
and affected agencies concerning
collection of information in order to
solicit comment to: (a) evaluate whether
the proposed collection of information

is necessary for the proper performance
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of the functions of the agency, including
whether the information shall have
practical utility; (b) evaluate the
accuracy of the agency's estimate of the
burden of the proposed collection of
information; (c) enhance the quality,
utility, and clarity of the information to
be collected; and (d) minimize the
burden of the collection of information
on those who are to respond, including
through the use of automated collection
techniques or other forms of information
technology.

The Pnpefwork Reduction Act of 1935
provides that an agency may not :
conduct or. sponsor, and a person is not
required to respond to, a collection of
information unless it displays a
currently valid OMB control number.

N;sdonal Environmental Palicy Act of
1968

We have determined that this
rulemaking is not a major Federal action
significantly affecting the quality of the
human environment, and a detailed
statement under section 102(2)(C) of the
National Environmental Policy Act of
1969 (42 U.S.C. §4332(2)(C)) is not
required.
List of Subjects in 30 CFR Parts 206 and
208

Coal, Continental shelf, Geothermal
energy, Government contracts, Indians-
lands, Mineral royalties, Natural gas
Petroleum, Public lands—mineral
resources, Reporting and recordkeeping
requirements.

Dated: December 30, 1996.
Bob Armstrong,
Assistant Secretary—Land, Minerals
Management.

For the reasons set out in the
preamble, 30 CFR parts 206 and 208 are
proposed to be amended as follows:

PART 206—PRODUCT VALUATION

1. The authority citation for Part 206
continues to read as follows:

Authority: § US.C. 301 et seq.; 25 U.S.C.
396 et seq.. 396a et seq.. 2101 et seq.; 30
US.C. 18] et seq.; 351 et seq.. 1001 et seq.. .
1701 et seq.: 31 U.S.C. §701.: 43 US.C. 1301

et seq., 1331 et seq.. and 1801 et seq.

Subpart C—Federal Oll

2. Sections 206.100 through 206.102
are revised to read as follows:

~§206.100 What is the purpose of this _
subpart?

(a) This subpart applies to all oil
produced from Federal oil and gas
leases onshore and on the Outer
Continental Shelf (OCS). It explains
how lessees and designees must
calculate the value of production for

royalty purposes consistent with the

(b)'I'hIsmbpandosnotapplyin
three situations. The statute, settlement
agreement. or lease provision will
mﬂﬁwreguhmmdusmbpm
are inconsistent with:

(1) A Federa! statute;

(2) A settlement agreement between
the United States and a lessee resulting
ﬁmndmk:buadwor)udldd

Btgmnn, or.
) An provision of an oll md
s lease uubject to this subpart.

*(c) MMS may audit and adjust all -
royalty payments.
§206.101 Definitions.

The following definitions apply to
this subpart

Aggregation point means a central -
point where production is aggregated for
shipment to market centers or refineries.
It includes, but is not limited to,
blending and storage facilities and
connections where pipelines join.
Pipeline terminations at refining centers
also are classified as points.
MMS periodically will publish in the
Federal Register a list of aggregation
points and associated market centers.

Area means a geographic regionat
least as large as the limits of an oil and/
or gas field in which ol and/or gas lease
products have similar quality,
economic, and legal characteristics.

Arm's-length contract means a
contract or agreement between
independent, nonafilliated persons with
opposing economic interests regarding
that contract. Two persons are affiliated
if one person controls, is controlled by,
or is under common control with
another person. Based on the
instruments of ownership of the voting
securities of an entity, or based on other
forms of ownership: ownership over 50

t constitutes control; ownership

of 10 through 50 percent creates a
presumption of contol; and ownership
of less than 10 percent creates a
presumption of noncontrol. MMS may
rebut this presumption {f it
demonstrates actual or legal control, as
through interlocking directorates. MMS
may require the lessee to certify the
percentage of ownership or control.
Aside from the percentage ownership
criteria, contracts between relatives,
either by blood or by are not
arm's-length contracts. To be considered
arm’s-length for any production month,
a contract must satisfy this definition for
that month, as well as when the contract
was executed.

Audit means a review, conducted
under generally accepted accounting
and auditing standards, of royalty

payment compliance activities of

. mdslaworomerpemnswho

royalties, rents, or bonuses on
ederal leases.
BLM means the Bureau of Land

Muugemmtofthe Department of the
Canden.ntemeansuquld

hydrocarbons (normally ex 40
degrees of AP gravity) recovered at the
without

Canmmeamnnyonlorwrlnen

- agreement, including amendments or

revisions, between two or more persons,
that is enforceable by law and that with
due consideration creates an obligation.
Crude oll call means the right of one
person to buy, at its option, all or a part
of the second person'’s ofl production

from an ol and gas . This right
generally arises as a condition of the
sale or farmout of that from the

first person to the second, or as & result
of other transactions between them. The
price basis may be specified when the
is sold or farmed out.
ee means the person the lessee
designates to report and pay the lessee’s

%@nlm
agreanemmunsan

agreement where one person agrees to .
deliver ol to another person at a
specified location in exchange for oll
deliveries at another locatdon. Exchange
agreements may or may not specify
prices for the oil involved. They
frequently specify dollar amounts
reflecting location, quality, or other
differentials. Exchange agreements
include “buy/sell” agreements, which

- specify prices to be paid at each

exchange point and may appear to be
two separate sales within the same
agreement. Exchange agreements do not
include “transporuation’ agreements,
whaose principal purpose is
transportation.

Fleld means a geognph!c region
situated over one or more subsurface oil
and gas reservoirs and encompassing at
least the outermost boundaries of all oil
and gas accumulations known within
thase reservoirs, vertically projected to
the land surface. State oil and gas
regulatory agencies usually name
onshore flelds and designate their
official boundaries. MMS names and
designates boundaries of OCS fields.

Gathering means the movement of
lease production to a central
accumulation or treatment point on the
lease, unit, or communitized area, or to
a central accumulation or treatment
point off the lease. unit, or
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communitized area that BLM or MMS Marketable condition means oil Spot price means the price undera

approves for onshore and offshore sufficiently free from impuritiesand - spot sales contract where:

leases, respectively. otherwise in a condition a purchaser {1) A seller agrees to sell to a buyer
Grosspmceedsmummetonl will accept under a sales contract . aspecified amount of oll at a specified

mondes and other consideration typical for the field or area. pdceaverupedﬂedpa-iodofshon

accruing for the disposition of oil Minimum royalty means that duration;

produced. Gross proceeds includes, but  minimum amount of annual royalty the @) Noancelhﬂonnotlceh

is not limited to the examples discussed to terminate the sales t; and

in this definition. Gross

include payments for services such as
dehydration, measurement, and/or

" gathering which the lessee must perform ¢
at no cost to the Federal Government. It
also includes the value of services, such
as salt water disposal, that the producer
performs on the producer's behalf. Gross
proceeds also includes, but is not
limited to, reimbursements for
harboring or terminaling fees. Tax
reimbursements are of the gross
proceeds even though the Federal
royalty interest may be exempt from
taxation. Monies and all other
consideration a seller is contractually or
legally entitled to, but does not seek to
collect through reasonable efforts, are
also of gross

Ing:xn pricing mm?eed&tnmg NYMEX
futures prices or Alaska North Slope
(ANS) crude oil spot prices for toyalty
valuation.

Index pricing paint means the
physical location where an index price
is established in an MMS-approved
publication.

Lease means any contract, profit-share
arrangement, joint venture, or other
agreement issued or approved by the
United States under a mineral leasing
law that authorizes exploration for,
development or extraction of, or
removal of oil or gas products—or the
land area covered by that authorization,
whichever the context requires.

Lessee means any person to whom the
United States issues an oil and gas lease,
an assignee of all or a part of the record
title interest, or any person to whom
operating rights in a lease have been
assigned. ]

Like-quality oil means oil with similar
chemical, physical, and legal
characteristics.

Load oil means any oil used in the
operation of oil or gas wells for wellbore
stimulation, workover, chemical
treatment, or production purposes. It
does not include oil used at the surface
to place lease production in marketable
condition.

Location differential means the value
difference for ofl at two different points.

Market center means a major point
MMS recognizes for oil sales, refining,
or transshipment. Market centers
generally are locations where MMS-
approved publications publish oil spot
prices.

lessee must pay as specified in the lease
or in applicable leasing
MMS-ap,

publication MMS approves for
NYMEX or ANS prices, or
dewmnm;locanondufemmds. ’
Net prafit share (for applicable
Federal leases) means the specified -
share of the net profit from production

of oil and gas as provided inthe
, ent.

agreem
Netting means reducing the reported
sales value to account for transportation
instead of repocting a transportation
allowance as a separate line on Form
MMS-2014.
NYMEX means the New York

Uil means a mixture of
that existed in the liquid phase in
natural underground reservoirs, remains
liquid at atmospheric pressure after
passing surface separating
facilities, and is marketed or used as a
liquid. Condensate recovered in lease
separators or field facilities is
caonsidered oll.

Outer Continental Shelf (OCS) means
all submerged lands lying seaward and
outside of the area of lands beneath
navigable waters as defined in Section
2 of the Submerged Lands Act (43
U.S.C. 1301) and of which the subsoil
and seabed appertain to the United
States and are subject to its jurisdiction
and control.

Person means any individual, firm,
corporation, association, partnership,
consortium, or joint venture (when
established as a separate entity).

Quality differential means the value
difference between two oils due to
differences in their API gravity, sulfur
content, viscosity, metals content, and
other quality factors,

Sale means a contract between two

where:

(1) The seller unconditionally
transfers title to the ol to the buyer. The
seller may not retain any relatad rights
such as the right to buy back similar -
quantities ofoﬂﬁunthebuyu'
elsewhere;

{2) The buyer pays maney or other
consideration for the oll; and

(3) The parties’ lmunhfonuleof
the oll to occur.

Section 6 lease means an OCS lease
subject to section 6 of the Outer

. Continental Shelf Lands Act, as

amended, 43 U.S.C. 1335.

(3) There is no obligation or implied
intent to continue to sell in suhsequent
periods.

Transpaortation allowance means a
deduction in determining royalty value
for the reasanable, actual casts of
moving oil to a point of sale or delivery

- off the lease, unit ared, or communitized

area. The transportation allowance does

" not include gathering costs.

§208.102 How do | calculate royalty value
for oll?

This section explains how lessees and

designees must calculate the value of oit
uction for royalty p The

value of oil produced from leases
subject to this subpart is the value
calculated under this section less
spplicable allowances determined
under this sub

(a) How do I value oll sold under an
arm’s-length sales contract? If you have
an arm's-length contract for the sale of
your oil, the value is the gross proceeds

to you.

(1) Paragraphs (a)(2), (8)(3), (a)(4).
(8)(5) and (a)(6) of this section contain
exceptions to this section.

(2) The royalty value you report is
subject to MMS’ monitoring, review,
and audit. MMS may examine whether
your oll sales contract reflects the total
consideration actually transferred either
directly or indirectly from the buyer to
you. If it does not, then MMS may
require that you value the oil sold under
that contract under paragraph (c)(2) of
this section or the total consideration,
whichever is greater.

(3)(1) MMS will provide youan
opportunity to submit written .
informatian justifying the royalty value,
if MMS determines that the value under
this paragraph (a) does not reflect the
reasonable value of the production due
to either:

(A) Misconduct by or between you
and the other contracting party; or

(B) Breach of your duty to market the .
ol for the munulbend'nolymellmd
the lessor.

(1) If you cannot justify the value to
MMS'’ satisfaction, MMS will-

va.lue the oil under paragraph
O of this

(4) You may not use this paragraph (a)
to value oil disposed of under an
exchange agreement or for production
that is subject to crude oil calls. Use
paragraph (c)(2) of this section to value
this ofl production.
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(5) Your gn:lss proceeds mclluu;ed :
payments made to reduce or own
the purchase price of oil to be produced
in later periods. You must allocate such
payments over the production whose -
price the payment reduces and account
for the payment as proceeds for the

uction as it occurs.

(6) Even if you have an arm’s-length

. contract for the sale of your oil, you
must value your ofl under paragraph
(6)(2) of this section instead of this
paragraph if you or any of your affiliates
purchased crude oil from an unaffiliated

. third party in the United States in the
2-year period preceding the production. -
month.

) %atelsemustldol!‘lvﬂueoﬂ
under an arm's-length sales contract?
(1) You must be able to demonstrate that
your contract is an arm’s-length sales
contract.

(2) MMS may require you w certify
that your arm'’s-length contract ~
provisions include all of the
consideration the buyer must pay, either
directly or indirectly, for the oil. )

(3) You must base value on the
highest price you can receive through
legally enforceable claims under your
contract. If you fail to take proper or
timely action to receive prices or
benefits you are entitled to, you must
pay royalty at a value based upon that
obtainable price or benefit. If you make
timely application for a price increase or
benefit allowed under your contract but
the purchaser refuses, and you take
reasonable documented measures to
force purchaser compliance, you will
owe no additional royalties unless or
until you receive monies or
consideration resulting from the price
increase or additional benefits. This

~ paragraph (b) will not permit you to
avoid your royalty payment obligation
where a purchaser fails to pay, pays
only in part, or pays late. Any contract
revisions or amendments that reduce
prices or benefits to which you are
entitled must be in writing and signed
by all parties to your arm's-length
contract.

(c) How do I value oll not sold under
an arm’s-length sales contgract? This
paragraph (c) explains how to value oil
not sold under an arm's-length sales
contract, or any other oil production
you may not value under paragraph (a)
of this section. Use the first of
paragraphs (c)(1). (c)(2), or (c)(3) of this

~section that applies to you:

(1) If you or zansfer your ofl
production to an affiliate and either that
affiliate or another affiliate disposes of
the ol under an arm’s-length sales

. .contract, value is either:

(i) The gross proceeds accruing to

your affiliate under its arm's-length

(i1) The value according to paragraph
(dmdmhset(:g)ﬁallf)ywdmmun
this paragraph (c)(1 tovalueywr
all, you must make the same election to
value all oil that is produced from all
your lesses and is subject to this
paragraph (c)(1). You may not use
paragraph (c)(l)(l) of this section for -
some leases and this peragraph (¢) (1) (if)
for other leases. However, you msy
change your elecﬂcnm)muylthe
nmdyeunﬁuﬂteeﬁecﬁvedmd
d\eﬂmlmlemd]muuylcvayz
years after that. )
{2) If neither you nor your affiliate
d.lspmd‘d:eonmdermms-
length sales contract, use this paragraph
(©)(2) to value the oil:
{i) For production from lesses not in
California or Alaska, value is the

of the daily NYMEX futures
settle prices (Cushing, Oklahoma) for
the Domestic Sweet crude oil contract
for the prompt month. The prompt
maonth is the earliest month for which

‘futures are traded on the first day of the

month of production. You must adjust
the NYMEX prices for applicable
location and quality differentials and
you may adjust it for transportation
costs under § 206.105(c) of this subpart.

(1) For production from leases in
California or Alaska, value is the
average of the daily mean Alaska North
Slope (ANS) spot prices for the month
of production published in an MMS-
approved publication (see paragraph
(c)(4) of this section). You must adjust
the spot prices for applicable location
and quality differentials and you may
adjust it for transportation costs under
§206.105(c) of this subpart. .

_ (3) MMS will monitor the index
prices in paragraph (c)(2) of this section.
If MMS determines that NYMEX or ANS
spot prices are unavailable or no langer
represent reasonable royalty value,
MMS will, by rule, amend paragraph
(6)(2) of this section to establish a
substitute valuation method.

(4) MMS periodically will publish in
the Federal Register a list of acceptable
publications based on certain criteria,
including but not limited to:

(1) Publicatians buyers and sellers
frequently use;

(1i) Publications frequently mentioned
in purchase or sales contracts;

(1) Publications which use adequate
survey techniques, including
development of spot price estimates
based on daily surveys of buyers and
sellers of ANS crude oil; or

(tv) Publications independent from
MMS, other lessors, and lessees.

{5) Any publication may petition
MMS to be added to the list of

publicati
mmnnfmcemeubls you
must use in the publications to

the associated index

determine rices.
() What else must I do if I value oil

- under paragraph (c) of this section? If

you determine the value of your oil .
ptoducdmmderpanmph(c) of this
section, you must retain all data
relevant to the determination of royalty
value. Recordkeeping requirements are
found at 30 CFR 207.5. MMS may

.- review and audit such dan, and MMS
will direct you to use a different vilue -

if it determines that the value
is inconsistent with the requirements of
this section.

(e) What other general responsibilities
do I have under this section? (1) You
must place ol in marketable condition
and market the oil for the mutual benefit
of the lessee and the lessor at no cost to
the Federal Government unless
otherwise provided in the lease

or this section. If you
establish value under this section as
your gross proceeds, then you must
increase value to the extent your gross
proceeds are reduced because the
purchaser, or any other person, provides
certain services you normally would be
responsible to perform to place the oil
in marketable condition or to market the

oil

(2) If MMS determines that you have
not properly determined value, you
must pay the difference, if any, between
the royalty payments you made and
those that are due based upon the value
MMS establishes. You must also pay
interest on the difference computed
under 30 CFR 218.54. If you are entitled
to a credit, MMS will provide
instructions for taking that credit.

() May I ask MMS to determine value?
You may ask MMS to determine value.
Propose a value determination method
to MMS and use that value for royalty
payments until MMS issues a value
determination. You must submit all
available data relevant to your proposal.
MMS will promptly determine the
proper procedure based upon your
propaosal and any additional information
MMS deems necessary. In making a
value determination, MMS may use any
of the valuation criteria this subpart
authorizes. In its determination letter,
MMS will tell you the period for which
the determination applies. Ater MMS
issues its determination, you must make
any needed adjustinents under
paragraph (¢)(2) of this section.

(g) How do value redeterminatipns
relate to audit periods? No review,
reconciliation, monitoring, or other like
process that results in MMS .
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redetermining your oil royalty value

will be considered final or binding an
the Federal Government until MMS
formally closes the audit period.

- However, if MMS directs you to
compute royalties in a manner
inconsistent with appllocfable lease terms
or regulations, closing of the audit
period does not forclose MMS from
carrecting the error and collecting any
royalties due. ' L

(h) Does MMS protect information I
provide? Certain information you
submit to MMS to-support valuation
proposals, including transportation
allowances, is exempt from disclosure
under Federal law. MMS will keep
confidendal, under applicable laws and
regulations, any data you submit that is
privileged, confidential, or otherwise
exempt. All requests for information
about de ons made under this
part must be submitted under the
Freedom of information Act regulation
of the Department of the Interior, 43

CFRg::‘Z.
3. on 206.104 is revised to read
as follows:

§206.104 Transportsation allowances and
other adjustments—general

(a) What transpartation allowances
are permitted when I value production
based on my gross proceeds? Where you
value oil under § 206.102 of this subpart
based on gross proceeds from a sale at
a point off the lease, unit, or
communitized area, and the movement
of the oil is not gathering, MMS will
allow a deduction for your reasonable,
actual costs to:

(1) Transport oll from an anshare
lease to the point off the lease under
§206.105 (a) or (b). as applicable.
However, for onshore leases, you may
not take a transportation aliowance for
_transporting oil taken as Royalty-In-
Kind RIK);or .

(2) Transport oll from an offshore
lease to the point off the lease under
§206.105 (a) or (b), as applicable. For oil
taken as RIK, you may take a
transportation allowance for your
reasonable, actual costs to transport that
oil to the delivery point specified in the
contract between the RIK oll purchaser
and the Federal Government.

(b) What transpartation allowances
and other adjustments apply when [
value production based on index
pricing? If you value oil under
~ §206.102(c)(2) of this subpart. MMS
will allow a deduction for certain costs
associated with g oil as
provided under § 206.105(c).

(c) Are there limits on my
transportation allowance? (1) Except as
provided in paragraph (c)(2) of this
section, your transportation allowance

deduction may not exceed 50 percent of
the value of the oil at the point of sale

or aggregation point, as applicable, as
determined under § 206.102 of this

costs incurred to move a particular
volume of production to reduce
royalties owed on production on which
those costs were not incurred.

(2) You may ask MMS to approve a
transportation allowance deduction in
excess of the limitation in paragraph
(©)(1) of this section. You must
demonstrate that the transportation

and necessary. Your application for -
exception’ (using Form MMS-4393-
Request to Exceed

Allowance must contain all
relevant and supporting documentation
necessary for MMS to make a

determination. You may never reduce
the royalty value of any production to

zero.
(d) Must I allocate transportation
casts? You must allocate transportation
costs among all products produced and
transported as provided in § 206.105 of
this subpart. You must express
transportation allowances for oil as
dolhxm barrel
(© additional payments may ]
be liable for? If MMS determines that
you underpaid royalties because you
took an excessive transportation
allowance, then you must pay any
additional royalties, plus interest under
30 CFR 218.54. You also could be
entitled to a credit with interest if you
understated your transportation
allowance. If you take a deduction for
on on Form MMS-2014 by
improperly netting the allowance
against the sales value of the oll instead
of reporting the allowance as a separate
line item, MMS may assess you an’
amount under § 206.105(d) of this

subpart.

4. Section 206.105 is amended by
revising the section heading, removing
paragraph (b)(5). by redesignating
paragraphs (c) through (g) as paragraphs
(d) through (h), adding a new paragraph
(c), and by revising newly redesignated
paragraphs (d)(3) and (g) to read as
follows:

§208.108 Detsrmination of transportation
sllowances and other adjustrments.

(c) What adjustments and

trans; on allowance apply when [
use index pricing? (1) When you use
index to calculate the vajue of

production, under § 206.102(c){2), you
must adjust the index price for the
reasonable location/quality differentials
{mandatory) and transportation costs
(optional) to reflect value differences

between the lease and the index pricin:
point. The adjustments and N
transportation allowances that might
apply to your production are listed in
paragraphs (c)(1)()) through (v) of this
section. See paragraphs (c)(2) through
(9 Q) of this section to determine which
adjustments and transportation
allowances you must use Based on how
you dispose of your production and
where your leases are Jocated. These
adjustments and transportation '

allowances are:
(D) A location differential to reflect the

-difference in value of crude ofis at the
- index pricing point and the appropriate

market center. For any praduction
month. the location differential is the
difference between the average spot

for that month for the respective
crude ofls at the index pricing point and
at the market center. Use MMS-
approved publications to determine
average spot prices.

(i) Ansggp?m location/quality
differential under your arm's-length
exchange agreement that reflects the
difference in value of crude ol at the

on point and the market center.

i) A location/quality differential
that MMS will publish annually based
on data MMS collects on Form MMS-
4415. MMS will calculate that
differential using a volume-weighted
average of the differentials reported on
Form MMS—4415 for the previous -
reporting year. MMS may publish
separate rates for various crude oil
qualities that are identified separately
on Form MMS-4415 (e.g. sweet vs. sour
or gravity ranges). MMS will publish
differentials that reflect both a location
differential based on the market center/
aggregation point pairs and a quality
differential based on the type of crude
oil. MMS will publish these differentials
in the Federal Register by the effective
date of the final regulation and by
January 31 of all subsequent years. You
must use MMS-published rates on a
calendar year basis—apply them to
January through December production
reported February through the following

J .
ﬂlﬁ%udmmmﬂmmﬁm
the aggregation point to the lease

(v) Actual transportation costs. from

-the market center to the lease

determined under this section.

(2) If your lease is not located in
California or Alaska, use the applicable
paragraph of paragraphs (c)(2)(i) through
(tv) of this section to determine which
adjustments and transportation
allowances apply to your productior.

(1) If you dispose of your production
under an arm's-length exchange
agreement and that exchange agreement
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has an express location differential to

reflect the difference in value between

the nggregmon point for your lease and
(. (1), and (;;e of this

pmsnphs (t:)(l) (

section to determine your jusunmts

and tion allowance.

{id) If you do not move lease .
production through 8 MMS-identified
.sggregation paoint to a MMS-identified
market center, but move it directly to an
alternate disposal point (for example,
your own refinery), use paragraphs
(©(1) () and (lv) of this section. In this.

. situation, the market center for purposes
of paragraph (c)(1)(i) of this section is .
MMS-identified market center nearest
the lease where there is a published spot
price for crude ol of like quality to your
oll. You must use the spot price for the
like-quality oil. The ation point
for purposes of paragraph (c)(1)(tv) of
this section is the alternate disposal
point.

(i11) If you move your ofl directly to
a MMS-identified market center index
pricing point, deduct the actual

tion costs to that market
center under (c)(1)(v) of this section.

(iv) In all other situations, use
paragraphs (c)(1) (1), (iii), and (iv) of this
section.

(3) If your lease is located in
California or Alaska, the index pricing
point (Los Angeles or San Francisco) is
the same as the market center. Use the
applicable paragraphs of paragraphs
(c)(3) (i) through (iv) of this section to
determine which adjustments and
transportation allowances apply to your
production.

(1) If you dispose of your production
under an arm’s-length exchange
agreement and that agreement has an
express location differential to reflect
the difference in value between the
aggregation point for your lease and the
associated market center, use
paragraphs (c)(1) (ii) and (iv) of this
section to determine your adjustments
and transportation allowances.

(i1) If you do not move lease
production through a MMS-identified
aggregation point to a MMS-identified
market center, but move it directly to an
alternate disposal point (for example,
your own refinery), use paragraph
{c)(1)(iv) of this section. For purposes of
paragraph (c)(1)(iv) of this section only,
the aggregation point is the alternate
disposal point In addition, use a
~ location/quality differential calculated
as the difference between the average of
the published spot price for the
production month in a MMS-approved
publication at the aggregation point
nearest the lease for which spot prices
for like-quality crude oil are published
and the published spot prices for ANS

crude ofl at the associated market
center/index pricing point. -

(ﬂﬂlfywmaveymn'dldmalyw
8 MMS-identified market center, deduct
the actual costs to that
market center under paragraph (c)(1)(v)
of this section.

(tv) In all other situations, use
paragraphs (c)(1) (i) and (fv) of this
saction.

(4) If an MMS-calculated differential

under paragraph (c)(1)(i1i) of this section
does not apply to your oll, either due to

location or quality differences. you must ~m points: w©

fnqueuWSmulmhnndlﬂmﬂd
or

After MMS publishes its annual
listing of location/quality differentials,
you must flle your request in writing
with MMS for an MMS-calculated

~ differential.

(ii) You must provide clear evidence
demonstrating why the published
differential does not adequately reflect
your circumstances.

(iif) If you do not file a request for an
MMS-calculated differential within 30
days after MMS publishes its annual
listing of location differentials, MMS
will calculate such a differential when
it receives your request or when it
discovers that the MMS-calculated
differential under paragraph (c)(1)(tii) of
this section does not apply to your oil.
MMS will bill you for any additional
royalties and interest due. MMS will not
refund any overpayments you made due
to your failure to timely request MMS to
calculate a differential for you.

(iv) File your request at the following
address: Minerals Management Service,
Royalty Management Program,
Valuation and Standards Division, P.O.
Box 25165, Mail Stop 3150, Denver, CO
80225-0165.

(5) For the differentials referenced in
paragraphs (c)(1)(i) and (c)(3)(1}) of this
section, periodically MMS will publish
in the Federal Register a list of
acceptable publications. MMS'
acceptance decision will be based on
criteria which include but are not
limited to:

(1) Publications buyers and sellers
frequently use;

(ii) Publications frequently mentioned

or sales contracts;

&u) Publicatons which use adequate
survey techniques, including
development of spot price estimates
based on dally surveys of buyers and
sellers of crude oil; or

(iv) Publications independent from
MMS, other lessors, and lessees.

(6) Any publication may petition
MMS to be added to the list of

table publications.

(7) MMS will specify the tables you

must use in the publications to

determine the associated location

differentials.

(8) Periodically, MMS will publish in
the Federal Register a list of aggregation
points and the associated market
centers. MMS will monitor market
activity and, if necessary, add to or
modify the list of market centers and

- aggregation points and will publish

such modifications in the Federal
. MMS will consider the

following factors and conditions in

spedfyingmrketcenw'smd

puhllcaﬂons publish pﬂw useful for

(u) served;
] Pipenne and other transportation

@iv) lnput from industry and others
knowledgeable in crude oil marketing
and tion;

(v) Simplification; and

(vi) Other relevant matters.

(d) Reporting requirements—(1)
Arm's-length contracts.

* [ [ ] . L ]

(3) What infarmation must I provide
to suppoart index pricing adjustments,
and how are they used? You must
submit information on Form MMS-4415
related to all your and your affiliates’
crude oil production, and not just
information related to Federal lease
production. All Federal lessees (or their
affiliates, as appropriate) must initially
submit Formm MMS—4415 no later than 2

- months after the effective date of this

reporting requirement, and then by
October 31 of the year this regulation
takes effect and by October 31 of each
succeeding year.
L J [ ] ]

® Acma! or theoretical losses.
Notwithstanding any other provision of
this subpart, for other than arm's-length .
contracts, no cost shall be allowed for
oll transportation which results from
payments (either volumetric or for
value) for actual or theoretical losses.

PART 208—SALE OF FEDERAL
ROYALTY OIL

5. The authority citation for Part 208
is revised to read as follows:

Authority: § US.C. 301 et seq.; 30 US.C.
181 et seq., 351 et seq.. 1701 et seq.; 31 US.C.
9701; 43 US.C. 1301 et seq.. 1331 et s0q., and
1801 ot seq. }

6. Section 208.4(b)(2) is revised to
read as follows:

§208.4 Royalty oll sales to eligible
refiners.

m ‘...
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(2) Effective with sales of royalty oll  of whether oll produced from the lease transportation costs to the designated '
for the first full production month after  is or would be valued for royalty . delivery point, if applicable.
the effective date of this rule, the sales  purposes on that basis. MMS will - e & s s o

provide that value to the Note: The following Appendices will not

price of all royalty oll from onshore and calculate and
OCS leases will be the value determined buyer. For royalty oil from OCS leases sppear in the Code of Federal Regulations.
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Appendix A to Peambie of Oil Valuation Rule

OMB 1016- ’ e

tore QIil Location Differential Report

Payor Neme: . PeyorCode 411 1 |
Address: Regorting Periact w__o
Cty, State Z , —w___
[1. Contract Party Name v

MMS Payor Code (f avalisble) | 'EE B B j
2 Contract Type and LD, DBuyrSel, D Non-Cash Exchangs, O Sale subject (o balencing, )

3 Contact Tem .| Efactive Date: T, ! (MDOTY)
o nitisl Term: __ (Months) A ) o
' Expirstion Terms: D) month-io-month extensions, 0 fored duration s -
Oll You Sold or Transferred Oll You Recelv
4. Tile O MMS Lease Number D MMS Lesse Number
Toewr [, oo gy b o =0 o000 H
‘| O Market Conter O Markat Conter .
D Aggregsation Point D Aggregation Point
O Other ~ . D Other :
Cost of transporting from leass 10 title Cost of transporting from lease o title
transier point e S/O0L. Doncribe cost fransfer point : $bl. Descride cost
5. Volume O Al Available __ Est BD) D Az Available ( Est BD)
Torms O Fixed ( Fixed /D) DO Fxed ( Foxed B/D)
8. Crude AP| Gravity. APt APl Gravity: AP{
Quality Sutfur Content % Sulfur Content %
7. Pncing O Posted Price . O Poated Price
Terms Posting Company Name(s) Posting Company Neme(s)
Posier's Crude Type/Designabon Postar's Crude Type/Designation
Premium/Decct to Posting: BBl Premium/Decuct © Posting: _______ ¥/BBL
O Formula Price (Describe) O Eommula Price (Deacribe) v
gm : $BBL O Flxed Price $BBL
Qther (Describe) 1 O Other (Describe)
& OQuabty AP Gravity Agustnents: AP Gravity Austments:
Adustments | O No Deductions O No Decuctions
O Deemed ‘AP, $/BBL D Deemed ‘AP, $BBL
O acm *APL, $/B8L O actuai ‘APt $/BBL
Sultur or other Quaity Adjustments: Suifr or other Quality Adgstments:
Adjustments: $B8L Aduxtmants’ $BBL

Have you received any other consideration, in any form, for the sale or purchase of this crude oll, sither at this locstion or at any
other iocation? (O Yes,  CINo)._I Yes, Explain:

Authortzed Signature and Dete
Form MME-44 15 (1296)

BILLING COOE €310-MA-C



3758

Federal Register / Vol. 62, No. 16 / Friday, January 24, 1957 / Proposed Rules

Instructions for Completing Form MMS-
4415 Oil Location Differential Report

This form’s purpose is to collect value
differential data for exchanged ofl, whether
the exchange takes place at the lease or
downstream of the lease. These differentials
may be related to quality, volume, or
location. MMS will use this information to
value Federal oil—see 30 CFR 206.105(d)(3).
Far each contract where oll is
between non-affiliated parties. fill out the
requested information on a separate Form
MMS—4415. Attach additional sheets if
necessary. Do not include production subject
w0 call rights where another party has the
right to purchase oll at some redefined price
basis or to match other purchase offers.

Company (Payor) Information .

Fill out your company name (whether
lessee or affiliate), address, and zip code. If
additional forms are needed to provide the
required information, the address may be
omitted from subsequent forms provided that
the cover form containing the address is
attached. .

-Write in your MMS payor code on each
form submitted. -

Write in the reparting period this form .
covers.

1. Contract Party Name: Write the name of
the party you contracted with to transfer your
oll. If that party has an MMS payor code,

" write it in the space provided (if known).

2. Contract Type: Check the appropriats
box to indicate the contract type. [Buy/Sell
is an exchange where monetary value is
assigned to settle both transactions in the
exchange. Non-Cash Exchange is 8
transaction where no monetary value is
assigned to either ransaction in the
exchange; instead, a dollar amount is
assigned to the difference between the two
values. Sales Subject to Balancing are
transactions tied to an overall exchange
agreement (either expressed or implied)
where volumes purchased and sold by each
party are in balance.] Also, fill in the
Contract Number that would allow a third
party to clearly identify the document.

3. Contract Term: Fill In the date the
contract started and its initial term in
months. Check the expiration term that
applies.

4. Tite Transfer Location: Check the
appropriate box to indicate where you .
transferred title to your oll and where you
took title to oil you received under the
exchange. If ttle transferred at an MMS lease,
write in the 10-digit MMS lease number. If
the contract applies to production from
multiple Federal leases, attach a separate
sheet identifying them. Otherwise. check the
appropriate box and enter the location that
title transferred.

Fill in the cost ($/barre]) of transporting oll
you produced from the production location
~ to the point where title transfers. If the _
contract so specifies (or this information is
known to you) fill in this information for oil
you receive or sell. Describe the terms (Le.
starting location, ending location) invoived
in the transportation of the otl. Use MMS
aggregation points (if available) or State,
Section/Township/Range if not an MMS
aggregation point. Where oil traverses more

‘than one aggregation point be sure to include

all segments of the transportation route. Do
not include the cost of gathering. Attach a
separate sheet, if needed, to adequately
describe the transportation.

5. Volume Terms: Fill in the volume in
barrels per day of oil sold or transferred. If
the contract states that all svailable oll will
ummmumm
per day of oil (sold/received). Otherwise,
write in the fixed volume (sold/received)
specified in the contract.

6. Crude Quality: Flli in the API Gravity of
the o1l you sold and the oll you received to -
the nearest tenth of a degree. Fill in the
Sulfur Cantent of the oll you sold or .
transferred to the nearest tenth of a percent.

7. Pricing Terms: : :

Posted Price Basis: If the contract
references a posted price, write in the
name(s) of the company or companies
posting(s) and the crude oll referenced in the
posting(s). List any premium (+) or deduction
(=) to the referenced price(s).

Formula Price: If the contract uses a
formula to determine price, completely
describe the method used. )

Fixed Price: If the price is set through the
duration of the contract, list the price per

Other: Fully describe the method used if it
13 not covered under any of the above pricing

provisions.

8. Quality Adjustments:

API] Gravity: Check the appropriate box. if
the gravity is deemed, write the deemed API
gravity to the nearest tenth of a degree and
any price adjustment from the
contract. If an actual reference gravity is used
to make an adjustient, write the gravity to
the nearest tenth of 3 degree and the
corresponding price adjustment from the
contract.

Sulfur or Other Adjustment: Write any
other adjustment(s) specified in the contract
and the $/barrel adjustment(s).

The Paperwork Reduction Aet of 1995
requires us to inform you of the following: (a)
this information is being collected to aid the
Minerals Management Service in its efforts at
determining a fair value of oll for royalty
calculation purposes from which location
differentials can be calculated and published
for lessees’ use in reporting loyalties; (b) the
burden to complete this report is estimated
at one-quarter hour: (¢) comments on the
accuracy of this burden estimate or
suggestions on reducing this burden should
be directed to the ICCO, MS 2053, MMS, 381
Elden Street. Herndon, VA 20170-4817; (d)
this collection of information is mandatory
and responses are considered propriemry (5
US.C. 5§52); and (e) an agency may not
conduct or spansor, and a person is not
required to respond 10, a collection of
information unless it displays a currently
valid OMB control number.

Appendix B to Preamble of Oil
Valuation Rule

NYMEX Index Price Basis,
Non-California Oil Production,
September 1996 Production and Sale.

NYMEX | \vivex
NYMEX trade cate | S980Y | " caly
monty | Oose

AUG-21-06 e | Oct 1996 | $21.73
AUG-2298 e | OCL. 1996 23X
Aug-23-06 ... | Oct 1996 21.9¢
Aug-26-96 .. | OCL 1996 21.62
AUQ-27-06 .............. | Oct. 1996 21.56
AUG-28-06 ...oco....... | Oct. 1996 21.71
AUQ-20-08 e........... [ Ot 1996 22.15
AUG-3096 ............ | OCt. 1996 222¢
Sept-03-96 ... Oct. 1996 23.4¢
Sept-04—08 ... | Oct 1908 | 2324
Sept-05—06 ... [ Oct 1996 |- | 23.44
Sept-06-96 .......— | Oct 1996 | ~ 23.85
cmreromeers | OCL 1996 23n
Sept-10-08 . | Oct 19968 24.12
Sept-11-G6 ............ | Oct 1996 24.75
Sept-12-08 .....crcen. Oct. 1996 25.00
Sep=13-96 ....coocrev Oct. 1996 24.51
Sept-1696 .....ccore Oct. 1996 2.9
Sept-17-96 .......... .| Oct 1996 2331
. Sept-18-96 ceercnes Oct. 1996 23.86
Sept=19-06 ............. | Oct. 1996 23.54
Sept-2006 ..o Oct. 1996 2.8

NYMEX Average Price for September 1996
Prod —$23.13.

Appendix C to Preamble of Ol
Valuation Rule

ANS Spot Index Price Basis, California O
Production. September 1996 Production and
Sale.

Final

ANS spot

ANS spot trade date | delvery | APis sPot

........... Oct 1996 |  $19.55

Oct. 1996 19.49

Oct. 1996 19.68

Oct 1996 |  20.18

Ot 108 | 2023

Ot 196 | 2140

Ot 1998 | 2118

ot 1eee | 2136

Oct 1998 | 2170

Oct 1996 | 21.87

Ot 1996 |  21.88

Oct 1996 | 2248

Oct 1996 | 2288

Oct 1996 | 2221

Oct 1998 | 208

Oct. 1996 20.%

Oct 1998 | 215

Oct 1998 | 2124

Ot 1906 | 214z

Oct 1996 | 215

Oct 1906 | 2181

Oct. 1996 221¢

ANS Aversge Spot Price for September
1996 Prod —$21.25.

Appendix D to Preamble of Oil
Valuation Rule

WTI Spot Price, Market Center: Cushing,
OK, September 1996 Production and Sale.
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‘WTI Avg Spot Price for
g | 0, G U A S P e g [ S
WTI spat WTI spot WTI spot : LLS spot trade date | dalivery cess.
date deiivery | "ocess. -Appendix E to Preamble of Ofl month (mean)
month | (mesn) Valuation Rule . =
: Sept-16-06 ... 1996
e | O 1908 | $21.80  LightLoulsiana Sweet (LLS) SpotPrice, o' (9 oq Oct 1998 s
Aug-27-96 . |Oct 106 | 2154 M Conmar S Jemen LA Seprember ooy qp 08— Oct 1996 | 2406
A oos | ot s | 2221 Sept-19-08 O 1996 | 2350
Aug—30-96 Oct 1998 22 . LLS spat Final LLS Sept=20-06 .. | Oct 1996 23.67
o ' spotas- Sept-23-08 _______ | Oct 1996 7nes
Sept=03-96 ....c. | Oct 1998 2348 LLS spot trade Oate delivery
Sept04-96 ... | Oct. 1996 2324 month sess.  Sept-24-96 ... | O 1996 2429
Sept-05-96 ... | Oct. 1996 23.44 (Mean)  £ept-25-96 ... | Oct 1996 24.61 .
Sept-06-06 ... O 1096 | 2385 A\008.08. . Ot 1996 | $21.88
Sept-06-06 .. | Oct:1996 B2 A 27-08 ot 1996 21.84 s:.lmll.LSAvxz:g:tPnala .
ss::‘;?'_: e | O oo | 341D Aw2s08 ___ octiws | 2201 September 19963, o
Sept-12-96 ... | O 1996 |  25.15 mm Ot 1998 | . 251 AppendixF to Preamble of Ofl
Sept=13-06 ... | Oct 1996 2481 o e T | ot 1908 Svp; Valuation Rule
ol S o 1o B35 Sept-04-08 | Oct 1996 2355  NYMEX-based Ofl Royalty Computation,
Sept-18-96 ... | Oct 1996 2384 5ep-05-08 ... |Oct 1996 2379 Non-Californta Oil Production, OCS-
Sept-19-06 ... | Oct 1996 2354 Sept-06-06 .| O 1906 2422 Louisisna, Market Center: St. James. LA,
Sept-20-06 Oct 1996 2272 Sep-00-08 Oct. 1998 2410  September 1996 Production and Sale.
Sept-23-96 ........... | Oct 1996 285 Sept-10-06 | Oct 1998 24
Sept-24-66 ............ | Oct. 1996 2450 Sept-11-96 ... | Oct 1996 25.06
SePH-25-06 .occece. Oct 1996 2471 Sep-12-96 ... | Ot 1096 2548
Sopt-13-08 .......... | Oct 1996 24.82
NYMEX Average Close Price $23.18
Cushing/Market Center Location Differential:
WTI Cushing Average Spot Price $23.46
St. James Average Spot Price 23.68
St James over (under) WTI C 22
Market Center/Aggregation Point Location and Quality Differential
Transportation and Quality Differential from OCS Aggregation Point to St James (40
Transportation Allowance:
T tion costs from OCS lease to Aggregation Potnt (.90)
Royalty Value per barrel 22.05
Appendix G to Preamble of Oil California: Midway-Sunset. Market Center:
Valuation Rule Los Angeles, CA, September 1896 Production
ANS-based Ol Royalty Computation, and Sale.
California Oil Production, Onshore
ANS Average Spot Price $21.2%
'ANS/Aggregation Point Location and Quality Differential @rdun(e Agreement): ’
Transportation and Quality Differential from Onshore Aggregation Point—Midway-Sunset to Los Angeles .. cvceseeen 4.78)
Transportation Allowance:
Transportation costs from CA lease to Aggregation Point—Midway-Sunset (20

Royalty Value per barre!

Appendix H to Preamble of Oil Valuation Rule

1627

Mmam location

Station location

Marion Corp. Cot\nocbon Moble.
Mobile Mobie.
Saraland Terminal Mobile.
Ten Mile Point Terminal Mobile.
Coalinga Fresno.

. | Beiridge Kem.
Feliows Kem.
Kalley Kem.
Lautholtz Jct. Ksm.

. | Pentiand Kem.
Midway > Kem.
Station 36-Kem River Kem.
Newhall Los Angeles.
Sunset Los Angeles.
Cadiz San Bemadino.
Avila San Luis Obispo.
Gavicta Terminal Santa Barbara.
Lompoc Santa Barbara.
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State Station location County/Offshore location
Santa Barbara.
Ventura.
Ventura.
. Ventura.
(County Unknown)
(County Unknown)
{County Uninown)
{County Unknown).
(County Unknown).
(County Uninown).
(County Unknown).
Logan.. .
Mesa. |
Rio Blanca.
Allsn.
Butier.
Butier.
| Clark.
Cowley.
McPherson.
Montgomery.
Osbome.
.Rawiings. -
Rice.
Sedgwick.
Thomas.
(County Unknown).
(County Unknown).
(County Unknown).
Caddo.
Calcasisu.
Caicasisu,
Calcasieu.
Pecan Grove Calcasisu.
Rose Biuff Caicasieu.
. | Texaco Jet. Calcasieu.
Grand Chenier Term. Cameron.
Hainesvilie Sta. Clabome.
Maryland East Baton Rouge.
Bayou Fifi Jefferson.
Grand Isle Jefferson.
Bay Marchand Term. Lafourche.
Bayou Fourchon Lafourche.
Clovelly . Lafourche.
Ciovelly Storage Dome Lafourche.
Eimers Jct. Lafourche.
Fourchon Terminal Lafourche.
Golden Meadow Lafourche.
Larose Barge Terminal Lafourche.
Pass Fourchon P.L. Lafourche.
Bik. 28 Tie-in Offshore East Cameron.
B 23 Oftshore Eugene island
BX. 51 B Platform Offshore Eugens island.
Bix. 188 A Stucture Offshore Eugene isiand.
Bik. 259 Offshore Eugene island.
8ic 318 Offshore Eugene Isiand.
8 337 Subsea Tie-in Offshore Eugene Istand.
B 381 : Offshore Eugene island.
Texas P.L. Subsea Tie-in Offshore Eugene island.
Bik 17 Offshore Grand isle.
Bik. 42—Chevion PL Offshore Main Pass.
Bl 42L Oftshore Main Pass
Bk. 69 B Pist Oftshore Main Pass.
Bk, 77 (Pompano P.L Jct) Offshore Main Pass.
Bik. 144 Structure A Offshore Msin Pass.
Bik. 298 Pist A Offshore Main Pass
Bix. 299 Piatform Offshore Main Pass.
Bix. 28 Offshore Ship Shoal.
Bik. 154 Oftshore Ship Shoal.
Bk. 169 . Offshore Ship Shoal.
Bk. 203 Subsea Tie-in Offshore Ship Shoal.
Bk 208 Oftshore Ship Shoal.
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State Station location County/Offshore location
wessemrnsamemese | BiK. 208°B Structure Oftshore Ship Shoal.
Bk 208 F Ofishore Ship Shoal.
Ship Shoal Area Offshore Ship Shoal
Bk 6 Offshore South Marsh Istand
Bk 10—Structure A Offshore South Marsh isiand.
Bk 58A Offshore South Marsh island
Bk 139 Offshore South Marsh isiand
B 139 Subsea Tap Vaive Connect Offshore South Marsh Island
Bk 207—Light House Point A Ofishors South Marsh Istand
Bk 283—Piattorm A Offshore South Marsh istand
Bk 55 Offishore—South Pass.
Bk. 13 (Wesco P.L. Subsea Tie-in) Offshore—South Pslto.
Bk 35 Platform D Ofishore—E.
Bk 52 Piat A Offshore—S. Timbalier.
Bk 172 Plat D : Offshore—S. Timbalisr
Bk. 198 PL. System Tie-in | Offshore—S. Timbalier
Bk 300 Ofishore-=S. Timbalier.
Bk 255 Offshore Vermilion.
Bk 265 Pistform A Offshore Vermiion.
Bk 350 Ofishore Vermilion.
Bk 30 Offshore—West Delta.
Bk 53 Offshore—West Dela.
Bk 53 Plat B Offshore—\West Delta.
Bik. 538—Chevron P.L. Offshore—West Delta.
Bik. 53B Plat Gulf Refining Co. Offshore—West Delta
Bk. 83 Ofishore—West Delta.
Alliance Refinery Plaquemines.
Empire Terminal Plsquemines.
Main Pass Piaquemines.
Main Pass Bk 69 Plaquemines.
Ostrica Term. Plaqusmines.
Pelican Isiand Plaquemines.
( usmines.
Romere Pass
South Pass Bk 60A ;
South Pass Blk. 27 Plaqusmines.
Onshore facil. Plaquemines.
South Pass Blk 24 Plaquemines.
South Pass Blk. 24 Onshore Piat Plaguemines.
Southwest Pass Sta. Plaquemines.
. | West Delta Bk §3 Plaquemines.
West Delta Rec'vg Sta.—~Onshore Plaquemines.
Dehli Richland.
Chaimetts St Bemard.
Norco (Shell Refinery) St Charles.
St James St James.
Bayou Sale St Mary.
Bums Term. St Mary.’
Charenton St Mary.
South Bend St Mary.
Caillou island Terrebonne.
Cailiou island Fid. Temsbonne.
Gibson Term. Tetrebonne.
Erath Vermilion.
Forked Istand Vermilion.
Mermentau River Station Vermilion.
Anchorage West Baton
Grand Lake Terminal (County Unknown)
Twin siand Terminal (County Unknown).
Lakeside Terminal {County Unknown)
Bayou Penchant Terminal (County Unknown)
Gibbstown Terminal (County Unknown)
Blusewstsr Terminal (County Unknown)
Cocodne Terminal (County Unknown)
Bay City Bay.
Montcaim Carson City.
Lewiston - Crawford.
Kalamazoo Fulton Takeof!
Alma
St Clair Marysville.
Monroe Samaria Sta.
Ingham Stockbridge.
Detroit Wayne.
Ogemaw West Branch.
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Amite.
issaquena.
Jackson.
Jones.
Lamar,
Lamar.
Marshal.
Carbon. '
Cartex.
Dawson.
Falion.
Glacier,
Powder River.
Roosevelt
Yelowstone.
Yelowstons. .
(County Uniknown).
Baiings. :
Billings.
Burks.
McKenzis.
McKenzie.
Dunn.
Morton.
Ramberg.
. R ] Wilkiams.
ND ..eceeceeeeeee. | Thunderdird Refinery Wiliams.
ND .....ccrvveneeene. | TiOgR : Wikams.
ND ........ccune.... | Trenton Williams.
Jal Lesa.
Lovington Les.
Ciniza McKinley.
Navajo Jet San Juan.
Carson Station Ascher.
Holliday Archer.
Fullerton Andrews.
Buccaneer Term. Brazoria.
Sweeney Sta. Brazoria
Mont Belvieu Chambers.
Crane Crane.
Ranger Eastiand.
Caproch Jet. Ecto.
Odessa Ector.

. | North Cowden Ector.

. | Wheeler Ector.

El Paso El Paso.
Missouri City Jet. Fort Bend.
e | Winnsboro - Frankiin,

. | Worthham : ; Freestons.
Pearsall Sta. Fro.
Texas City Galveston.
Roberts Glasscock.
Covey Station Grayson.
Bumpus Sta Gregg.
Kilgore St Gregg.

ow Gregg.
Longview Mid-Valley Gregg.
Sabine Sta. Amoco P.L Gregg.
Mobil Jet. Hardin.
Sour Laks Hardin.
Baytown Harris.
BExxon Jet. Hamis.
G Jet. Harmis.
Houston Harris.
Pasadens Harris.
Waebster o Hamis.
Hillsboro HlL
Big Spring Howard.
Phillips Hutchinson Howard.
Jacksb Sta. .- Jack,
Beaumont Jeflerson.
Lucas Jeflerson.
Nederiand Jeflerson.
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State Station location County/Offshore location

™ Port Arthur Jeflerson.

b QEE—— - ) Jeflerson.

™ Sabine Pass Jeflerson.

™ Mexia Jct Limestons.

™ Midiand Midiand.

TX cececeecnenennene | CoOMOrAdo Clty Station Michell

™ McKee Moore.

) p QEee— e, - Navarro.

™ .. American Petrofing Nusces.

™ Cormpus Christ Nusces.

™ Harbor lsland Nuecess.

TX ceveceermsmeer | BoOVEr Station Ochiitres

TX ccovcereenencarees | BK. 474=intors. Seg. Ull, U7 Offshore—High isiand.
TX coererercressrrsnee | B A=STH Offishore—High Isiand. -

 TX cverencicennenne. | End Segment i Offshore—<High isiand. :

TX ceecsresiarnsnnnwns | ENd Sogment =10 Offshore—High lsland. -
TX ceverscesivnnsee | ENG Sogment Bi=10 (Bl 547) Offshore—High Island.
TX cvvrercssssesosnnse. | ENG Sogment Ui Ofishore—High isiand.
L7, ST kTan St Pecos.

L7 S Kamper Resgan.

) 1, S Mason Jct. Reeves.

) £ SO Rufugio Sta. Rufugio.

L2 Q—— N . "Y' San Patricio.

. Scheicher.

T .. Scurry.

™. Scurry.

™ .. Tarrant

TX .. Taylor.

™ Tayler.

X .. Upton.
X . Upton.

™ .. Wichita.

T Wichita.

™ Winkier.

™ .. Winkier.

T Winkier.

T Winkier,

™ ... Young.

T .. (County Unknown)

™ ... (County Unknown)

T ... (County Unknown)

™ .. (County Unknown)

™ .. (County Unknown)

T ... (County Unknown)

TT; (County Unknown)

[FR Doc. 87-1573 Filed 1-23-97; 8:45 am]
Saling Cese £310-MA-P :



